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We  must  be  realistic  about  the  limits  of  state  involvement  in  economic 
development.  The  state  is  limited  by  legal  constraints,  budget  limitations, 
and  a  strong  historic  philosophy  separating  the  responsibilities  of  government 
and  the  private  sector. 

I  emphasized  these  limits  in  my  1981  State  of  the  State  address,  with 
the  important  addition  that  the  state  should  attempt  to  provide  the  impetus 
for  development.   In  the  last  two  years,  we  have  begun  that  process.  The 
worst  national  economic  situation  in  many  years  makes  the  effort  riskier  and 
more  difficult  -  but  all  the  more  imperative.  This  last  year,  more  than  ever, 
we've  "relearned"  our  vulnerability  to  national  market  conditions  which  are 
beyond  our  control.  We're  not  alone.  Even  states  in  the  "Sun  Belt"  are  now 
experiencing  rapidly  deteriorating  economies  and  high  unemployment. 

During  the  past  year  and  a  half,  I  have  sought  the  input  of  many  groups 
and  individuals  --  advice  about  how  to  move  Montana  into  the  future.  Citizen 
advisory  task  forces  have  assessed  such  areas  as  small  business,  transportation, 
tourism,  economic  development  and  the  management  of  state  government  and  sub- 
mitted their  recommendations  to  me.  Assessment  must  now  give  way  to  action. 
Relying  heavily  on  these  recommendations,  I  outlined  over  the  last  several 
months  a  four  part  "Build  Montana"  program  including:   (1)  highway  construction; 
(2)  state  block  grants  for  local  governments;  (3)  continued  improvement  of  the 
management  of  state  government;  (4)  aggressive  economic  development  programs. 
None  of  what  I  propose  is  a  "quick  fix."  Solutions  will  take  years  and  not  months. 

This  report  summarizes  the  fifteen  economic  development  programs  that  I 
am  recommending  to  the  legislature  for  adoption.  The  recommendations  are  designed 
to: 

1)  sustain  businesses  currently  operating  in  Montana; 

2)  help  Montana's  existing  businesses  to  expand; 

3)  help  stimulate  new  businesses  to  start  up  and  develop;  and 

4)  attract  new  businesses  to  the  state. 

Each  program  will  contribute  to  revitalizing,  strengthening  and  diversifying 
our  economy,  but  all  of  the  proposals  recognize  that  the  state  can  play  only  a 
complementary  role  to  the  private  sector.  The  revital ization  of  the  Montana  economy 
will  depend  on  the  energy  and  the  initiative  of  individual  Montanans. 

Respectfully  submitted, 


S^&J?  A&*Sita&+€J 


TED  SCHWINDEN 
GOVERNOR 
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AN  ECONOMIC  DEVELOPMENT  PROGRAM  TO  BUILD  MONTANA* 
SUMMARY 

Montanans  are  concerned  about  their  state's  economic  future.  Recent  public 
opinion  polls  show  widespread  support  for  economic  development.  The  June  1982 
Montana  Poll  showed  that  91  percent  of  Montanans  want  Montana's  economy  to  grow 
over  the  next  five  years.  Another  poll  indicated  that  economic  development  is 
the  number  one  priority  of  76  percent  of  the  Montanans  questioned. 

The  polls  reflect  some  grim  realities  ...  over  9  percent  of  the  state's  labor 
force  is  unemployed  and  we  have  permanently  lost  over  5,000  primary  jobs  in  the 
last  three  years.  It  is  small  comfort  that  our  unemployment  rate  is  still  below 
the  national  average.  The  Small  Business  Administration  reports  that  business 
closures  in  Montana  are  averaging  15  per  month  in  1982,  compared  with  two  to  three 
per  month  in  1980.  Wishful  thinking  or  angry  rhetoric  will  not  improve  our 
situation;  nor  will  wringing  our  hands  and  simply  waiting  for  the  long-heralded 
national  economic  recovery.  National  economic  recovery  will  not  automatically 
replace  the  permanent  jobs  that  have  been  lost  to  Montana's  economy.   It  is  time 
for  Montana  to  begin  a  new  economic  era  --  an  era  characterized  by  Montana 
initiative,  Montana  involvement  and  Montana  investment. 

The  nation's  worst  recession  in  decades  has  underscored  Montana's  vulnerability  to 
national  economic  conditions  -  conditions  over  which  we  have  practically  no 
control.  High  unemployment,  erratic  interest  rates,  failing  businesses  and  low 
agricultural  prices  have  forced  Montanans  to  focus  on  what  we  can  do  to  strengthen 
our  own  economy. 

In  1981,  the  Administration  consolidated  three  previous  cabinet-level  departments 
into  a  new  Department  of  Commerce.  This  consolidation  provided  an  opportunity  for 
closer  coordination  of  the  business-related  functions  of  state  government.  However, 
only  5  percent  of  the  new  department's  budget  is  available  for  economic  development 
programs,  and  almost  two- thirds  of  that  money  comes  from  the  federal  government  and 
will  not  be  available  in  the  future. 

Using  its  limited  resources,  and  with  an  eye  toward  helping  small  business,  the 
state  has  made  significant  progress  in  establishing  an  effective,  though  limited, 
economic  development  program  during  the  current  biennium.  Several  hundred  Montanans, 
from  a  variety  of  backgrounds,  have  served  on  a  series  of  task  forces  that  have 
developed  recommendations  for  building  Montana's  economy.  These  groups  have  included: 
the  Governor's  Small  Business  Council,  the  Small  Business  Conference,  the  Montana 
Economic  Development  Project,  the  Tourism  Advisory  Council,  the  Temporary  Committee 
on  Development  Finance,  the  Transportation  Advisory  Council,  the  University  Committee 
on  Economic  Development,  and  others. 

These  task  forces  reviewed  economic  conditions  in  Montana  and  studied  what  has 
been  done  in  other  states  to  stimulate  economic  development.  These  discussions  have 
not  been  without  disagreement  and  controversy,  but  there  has  been  substantial  a- 
greement  on  several  issues.  Some  of  the  conclusions  reached  by  these  groups  sound 
familiar  to  Montanans,  some  are  reassuring  and  some  are  disturbing: 

-  The  permanent  loss  of  over  5,000  primary  jobs  in  the  mining, 
timber  and  transportation  industries  is  a  serious  problem 
that  will  not  be  easily  cured  even  with  an  upturn  in  the 


*An  earlier  version  of  this  paper  was  published  in  the  Montana  Business  Quarterly 
Winter,  1982. 


national  economy. 

There  are  currently  110,000  primary  jobs  and  it  appears  that 
Montana  will  need  23,000  to  29,000  more  primary  jobs  by  the 
year  2000  to  reduce  unemployment  to  5  percent  and  support 
growth  for  the  existing  population  at  a  0.6  percent  annual 
rate. 

Our  economy  is  less  diversified  than  most  neighboring  states. 

Personal  income  growth  in  Montana  has  lagged  behind  the  nation 
and  most  of  our  neighbors. 

On  a  per  capita  basis,  Montana  has  about  held  its  own  relative 
to  the  nation  -  while  most  neighboring  states  have  improved 
their  position,  some  by  significant  degrees. 

Employment  growth  in  Montana  has  been  lower  than  in  most 
neighboring  states. 

Montana  agriculture  is  basically  strong,  though  dependent  on 
world  markets  and  prices.  We  lack  the  facilities  to  process 
our  own  produce  and  increasing  costs  of  production  are  a  serious 
problem  for  Montana  producers. 

Our  timber  industry  is  in  a  painful  transition  caused  by  the 
depressed  national  housing  market,  the  shift  of  timber  harvesting 
to  the  southeastern  United  States,  Canadian  competition  and 
the  impacts  of  federal  timber  policies. 

International  competition,  changes  in  demand  and  new  technologies 
in  hard  rock  mining  and  smelting  resulted  in  the  closure  of 
the  Anaconda  Company  smelters  and  reduced  metal  output.  These 
declines  have  been  only  partially  mitigated  by  the  growth  of 
small,  independent  mining  operations  in  the  state.  Coal  mining 
will  continue  to  provide  steady  but  moderate  growth  in  jobs, 
far  below  the  "boom"  estimates  projected  a  few  years  ago.  Although 
there  is  strong  potential  for  oil  and  gas  development,  the  rate 
of  development  will  depend  on  the  worldwide  price  and  supply. 

Small  scale  manufacturing  is  comparatively  underdeveloped  in  Montana, 
although  there  are  some  real  success  stories.   It  is  handicapped  by 
high  transportation  costs,  lack  of  development  capital,  the  absence 
of  a  basic  machine  tool  industry  and  inadequate  research  and  develop- 
ment programs. 

Tourism  has  become  an  important  source  of  primary  jobs  and  small 
businesses,  but  studies  have  demonstrated  that  Montana  does  not  have 
a  national  identity  as  a  tourism  or  convention  destination.  The 
same  studies  conclude,  however,  that  Montana  does  have  strong  potential 
for  increased  tourism. 


-  The  distance  to  national  markets  is  a  major  detriment  to 
economic  development  in  Montana.   It  is  crucial  for  us  to 
develop  and  maintain  our  hiqhway,  rail  and  air  links.  We 
must  explore  the  potential  of  new  communications  technologies 
to  tie  us  closer  to  national  and  international  markets. 

-  Small  businesses  in  Montana,  as  elsewhere  in  the  nation, 
suffer  from  a  lack  of  long-term  development  and  venture 
capital.  Montana  currently  does  not  have  any  of  the  programs 
that  have  been  successfully  developed  in  other  states  to  help 
fill  these  small  business  needs. 

-  Montanans  are  committed  to  protecting  environmental  quality, 
but  they  recognize  that  stability  and  predictability  of  environ- 
mental regulations  is  necessary  to  encourage  the  long-term 
investments  necessary  to  develop  the  state's  resources. 

-  Until  now,  Montana  has  not  made  an  effort  to  develop  and  implement 
a  coordinated,  articulated  economic  development  policy.  A  part- 
nership of  business,  labor  and  state  government,  with  the  help  of 
the  state's  colleges  and  universities,  is  critical  for  coordinating 
the  kind  of  development  that  results  in  new  jobs  and  economic 
growth. 

-  Massachusetts,  North  Carolina  and  other  states  have  been  success- 
ful in  developing  and  implementing  a  partnership  of  business,  labor, 
government  and  higher  education  to  implement  coordinated  economic 
development  programs. 

The  Schwinden  Administration  has  reviewed  recommendations  developed  by  these 
task  forces  and  has  formulated  an   economic  development  plan  -  the  "Build  Montana" 
program  -  which  we  are  presenting  to  the  1983  Montana  Legislature.  All  of  these 
proposals  recognize  that  the  state  can  play  only  a  complementary  role  to  the  private 
sector.  The  revi tal ization  of  the  Montana  economy  will  depend  on  the  energy  and 
initiative  of  Montanans. 

The  Economic  Development  Program  of  the  "Build  Montana"  package  includes  the 
following  fifteen  proposals: 

I.  Governor's  Council  on  Economic  Development 

II.  Council  on  Science  and  Technology 

III.  Montana  Economic  Development  Board 

IV.  Business  Development  Assistance  Program 

V.  University  Business  Management  Development  Program 

VI.  Assistance  to  Local  Development  Organizations 

VII.  Business  Licensing  Assistance 
VIII .A.Montana  Product  Promotion 

VIII .B. International  Export  Assistance 

IX.  Business  and  Community  Statistical  Services 

X.  Montana  Economic  Reporting  and  Forecasting  System 

XI.  Business  Location  Promotion 

XII.  Tourism  Promotion 

XIII.  Community  Development  Technical  Assistance  and  Infrastructure  Study 

XIV.  Economic  and  Community  Development  Division  Support 

XV.  State  Funded  Labor  Training  Proaram 


Six  of  the  programs  are   entirely  new  and  nine  involve  additional  funding  of 
existing  state  programs  or  state  funding  of  programs  that  are  currently  federally 
financed.  The  Executive  Budget  recommended  $3,613,523  to  fund  nine  of  the  basic 
economic  development  programs.  The  "Build  Montana"  prooram  recommends  an  additiona" 
$5,603,679  to  increase  funding  for  the  basic  programs  and  to  fund  the  six  new 
programs. 

The  Executive  Budget  recommends  an  economic  development  staff  of  24.67  positions; 
the  "Build  Montana"  program  would  create  an  additional  19  positions  within  the 
executive  branch  and  university  system.  Even  with  increased  funding  and  staffing, 
the  economic  development  budget  would  be  less  than  one  percent  of  the  state  general 
fund  and  staffing  would  be  less  than  0.003  of  one  percent  of  all  state  employees. 

After  carefully  reviewing  economic  development  programs  in  other  states,  we  feel 
that  this  increase  in  funding  and  staff  is  fully  justified.  The  Schwinden 
Administration  does  not  intend  to  build  a  state  bureaucracy  to  help  small 
business.  We  believe  that  existing  university,  state,  local  and  private  expertise 
can  accomplish  this  goal  through  a  coordinated  effort.  But,  adequate  funding  and 
staffing  is  necessary  to  make  the  partnership  work. 

SUMMARY  OF  PROPOSALS 

Each  proposal  is  briefly  described  below  and  fully  explained  in  the  next  part 
of  this  report.  The  biennial  cost  for  each  proposal  and  staffing  level  is 
listed  in  the  Budget  Summary  part  of  this  report.  Appropriate  legislation  to 
implement  and  fund  the  recommendations  will  be  presented  to  the  legislature. 
Throughout  the  report,  the  term  "small  business"  is  intended  to  include  small 
farmers  and  ranchers  as  well  as  other  small  businesses. 

The  programs  are  all  consistent  with  the  following  four  economic  development  goals: 

-  To  diversify  the  economy  through  increased  investment 
in  small  businesses. 

-  To  minimize  the  inconvenience  of  government  licensing 
and  business  regulation. 

-  To  continue  to  explore  and  develop,  with  the  private 
sector,  the  opportunities  for  expanding  business  and  job 
opportunities  in  Montana. 

-  To  improve  and  coordinate  state,  local  university  and 
private  assistance  to  small  businesses. 

Increasing  Small  Business  Development 

The  first  goal  is  to  diversify  the  Montana  economy  through  increasing  investment 
in  small  businesses.  Recent  studies  have  shown  that  the  small  business  sector 
is  vital  for  creating  and  maintaining  jobs  in  Montana.  More  than  70  percent  of 


existing  employment  in  our  state  is  in  firms  that  have  fewer  than  50  employees. 
In  addition,  firms  of  this  size  generate  60  percent  of  the  new  jobs  in  the  state, 
including  primary  jobs.  We  need  to  do  more  to  help  finance  the  establishment 
and  expansion  of  small  businesses. 

The  "Build  Montana"  proposals  include  four  programs  to  increase  investment  in 
small  businesses. 

-  Instate  investment  of  25  percent  of  the  coal  tax  trust  fund. 

-  Authorization  of  umbrella  industrial  revenue  bonds. 

-  Increased  utilization  of  federal  small  business  loan  guarantee 
programs. 

-  Authorization  of  Montana  capital  companies. 

Each  of  these  development  finance  tools  cannot  be  looked  at  independently  or  in 
isolation  ...  each  builds  on  the  other.  These  programs  involve  no  state  subsidies. 
None  of  the  strategies  contemplate  the  creation  of  a  state  bank.  The  strategies 
do  contemplate  investment  in  sound,  growing  and  profitable  Montana  enterprises. 

After  reviewing  the  successful  development  finance  programs  in  other  states,  one 
fact  stands  out.  Each  one  was  developed  and  implemented  with  close  cooperation 
among  the  existing  financial  communities,  businessmen,  local  development 
corporations,  and  critical  interest  groups. 

It  is  time  to  put  the  debate  over  1-95  behind  us.  Montanans  must  work  to  develop 
a  program  that  will  not  only  preserve  the  coal  trust  legacy,  but  enhance  it  by 
encouraging  the  development  of  Montana's  economy. 

As  Montanans,  each  of  us  has  taken  a  great  deal  of  pride  in  the  establishment  of 
the  coal  severance  trust  fund.  Each  of  us  knows  its  importance.  None  of  us  takes 
lightly  the  responsibility  of  investing  the  trust  fund  prudently.  None  of  us 
wants  to  squander  that  trust  in  poor  investments  or  shaky  proposals.  By  working 
together,  we  can  enhance  the  return  of  the  trust  fund  investments  and  simultaneously 
improve  the  current  economic  condition  of  the  state.  Let's  assure  that  future 
generations  will  look  back  and  say  we  had  the  foresight  and  courage  to  do  it  right. 

Minimizing  the  Economic  Impact  of  Governmental  Regulation 

The  second  economic  goal  is  to  minimize  costly  and  unnecessary  delays  in 
government  licensing  and  regulation  of  business.  Government  licensing  and 
regulation  is  necessary  to  protect  the  public  health,  welfare  and  safety,  but 
government  can  minimize  the  economic  cost  of  its  activities. 


The  new  One  Stop  Business  Licensing  Center  in  the  Montana  Department  of  Commerce 
assists  businesses  that  require  state  licenses  or  permits.  The  "Build 
Montana"  program  suggests  expanding  the  Center's  operation,  and  standardizing 
and  simplifying  the  application  process. 

The  administration  is  committed  to  simplifying  the  permitting  process  for  the 
development  of  natural  resources  without  weakening  the  environmental  standards. 
One  simple  change  is  to  standardize  federal  and  state  time  frames  for  processing 
applications.  We  feel  that  both  business  and  government  can  do  a  better  job  of 
minimizing  conflicts  in  the  application  of  these  standards. 

Expanding  Business  and  Job  Opportunities 

A  third  goal  is  to  continue  to  explore,  with  the  private  sector,  the  opportunities 
for  expanding  business  and  job  opportunities  in  Montana.  We  need  to  know  more 
about  the  Montana  economy  and  we  need  to  systematically  explore,  sector  by  sector, 
the  opportunities  for  expanding  business  in  Montana. 

The  Build  Montana  program  recommends  creation  of  a  permanent,  adequately  funded 
Council  on  Economic  Growth  to  coordinate  a  continuing  evaluation  of  Montana's 
economic  opportunities.  The  Council  would  include  representatives  of  all  major 
sectors  of  the  Montana  economy  and  undertake  studies  of  specific  economic  issues. 
The  Council  would  work  closely  with  a  committee  of  university  economists  to  develop 
a  state  economic  reporting  and  forecastinc  system. 

Another  recommendation  is  for  state  funding  of  a  Committee  on  Science  and 
Technology.  A  similar  organization  in  North  Carolina  has  had  a  dramatic  impact 
on  economic  development  by  targeting  and  funding  scientific  research  that  is 
relevant  to  economic  development  opportunities.  Such  a  council  would  also  consider 
the  desirability  of  creating  industrial  campuses  for  businesses  that  wish  to  draw 
on  the  scientific  and  technological  resources  of  our  colleges  and  universities. 
The  Montana  University  System  has  been  very  actively  involved  in  developing  this 
concept. 

Despite  the  fact  that  tourism  and  travel  in  Montana  is  a  billion-dollar  business 
that  employs  over  20,000  people,  the  state  spends  only  half  as  much  as  South 
Dakota  or  Wyoming  on  tourism  promotion  and  ranks  forty-sixth  in  the  nation  in 
terms  of  tourism  budgets.  The  "Build  Montana"  program  recommends  a  significant 
increase  in  state  and  private  funding  of  tourism  promotion  to  establish  Montana 
as  a  "world  class"  vacation  and  conference  center.  The  process  will  take  years 
but  could  have  a  tremendous  impact. 

The  program  provides  for  increasing  the  state's  tourism  marketing  efforts  through 
increased  multi -media  advertising  in  Canada  and  the  United  States.  The  state 
would  expand  a  recently  instituted  direct  marketing  program  for  group  travelers 
and  new  cooperative  programs  would  be  developed  with  the  travel  industry  and 
neighboring  states. 


Technical  Assistance 

The  fourth  goal  is  to  improve  and  coordinate  state,  local,  university  and  private 
technical  assistance  to  small  businesses.  The  plan  includes  proposals  for 
strengthening  the  business  assistance  program  of  the  Department  of  Commerce,  funding 
a  Business  Management  Center  at  Montana  State  University,  providing  matching  funds 
to  community-based  local  development  corporations,  and  creating  a  state-funded  job 
training  program.  All  of  these  efforts  would  be  designed  to  help  individual 
small  businesses  with  their  management,  financing,  marketing,  training,  inventory, 
computer  and  other  problems. 

One  of  the  best  ways  to  stabilize  and  increase  Montana  business  is  to  help  expand 
statewide,  national,  and  international  markets.  To  do  this,  we  need  a  program  to 
promote  Montana  products  and  provide  export  and  marketing  assistance.   Innovative 
marketing  of  Montana  products  is  one  of  the  best  ways  the  state  can  help  small 
businesses. 

A  state  job  training  and  retraining  fund  would  help  Montanans  learn  new  skills. 
The  decline  in  federal  job  training  funds  and  the  restriction  imposed  by  federal 
government  requirements  dictate  that  we  begin  to  develop  our  own  program  for 
investing  in  a  trained  work  force. 

CONCLUSION 

This  month,  over  36,000  Montanans  are  out  of  work.  The  implementation  of  the 
economic  development  proposals  of  "Build  Montana"  will  not  turn  the  state's 
economy  around  overnight.  But,  they  are   modest,  reasoned,  responsible  first 
steps. 

Nationally  recognized  economist  Lester  Thurow,  raised  in  Montana,  has  suggested 
that  state  governments,  at  best,  are  capable  of  affecting  only  10  percent  of 
their  overall  economic  activity.  With  this  realistic  estimate  in  mind,  let  us 
begin  our  task.  We  can  chart  a  new  course  in  Montana's  economic  history.  We  can 
do  it  prudently  and  effectively. 


PROGRAM  DESCRIPTIONS 

I.  Governor's  Council  on  Economic  Development 

II.  Council  on  Science  and  Technology 

III.  Montana  Economic  Development  Board 

IV.  Business  Development  Assistance  Program 

V.  University  Business  Management  Development  Program 

VI.  Assistance  to  Local  Development  Organizations 

VII.  Business  Licensing  Assistance 
VI 1 1. A  Montana  Product  Promotion 
VIII. B  International  Export  Assistance 

IX.  Business  and  Community  Statistical  Services 

X.  Montana  Economic  Reporting  and  Forecasting  System 

XI.  Business  Location  Promotion 

XII.  Tourism  Promotion 

XIII.  Community  Development  Technical  Assistance  and  Infrastructure  Study 

XIV.  Economic  and  Community  Development  Division  Support 

XV.  State  Funded  Labor  Training  Program 


GOVERNOR'S  COUNCIL  ON  ECONOMIC  DEVELOPMENT 

Economic  Development  Issue:  Meaningful  economic  development  will  require  a  long- 
term,  consistent  and  coordinated  commitment  by  government,  business,  agriculture, 
labor,  the  university  system,  community  groups,  citizens  and  conservation  organiz- 
ations to  achieve  common  economic  goals.  During  the  past  two  years  a  series  of 
adhoc  committees  were  created  with  representatives  from  these  various  sectors  to 
examine  economic  issues.  From  the  administration's  efforts  to  bring  these  groups 
together  was  born  the  process  of  identifying  common  goals  and  programs  to  achieve 
these  goals.  The  development  and  implementation  of  these  efforts  have  constituted 
a  significant  first  step  toward  a  cooperative  program.  But  it  is  only  a  first 
step.  No  permanent  group  exists  to  guide  the  creation  of  economic  development 
policies  and  programs. 

Current  Policy  and  Programs:  An  adhoc  collection  of  advisory  committees  and  inter- 
agency coordinating  committees  ha   been  created  during  the  last  two  years  to  pro- 
vide private  sector  advice  and  to  coordinate  state  economic  development  programs. 
There  has  been  informal  coordination  of  these  groups  by  the  Department  of  Commerce. 
Experience  in  working  with  the  adhoc  committees  has  demonstrated  a  real  need  for 
coordination  and  common  membership.  A  partial  list  of  the  existing  independent 
adhoc  committees  that  have  provided  advice  on  economic  development  policy  includes: 

Temporary  Committee  on  Development  Finance 

Montana  Economic  Development  Project  Steering  Committee 

Governor's  Adhoc  Committee  on  Agriculture 

Governor's  Tourism  Advisory  Council 

Governor's  Employment  &  Training  Advisory  Council 

Wilderness  Advisory  Committee 

State  Data  Advisory  Council 

NRAG  Study  of  Instate  Investment 

State  Occupational  Information  Coordinating  Committee 

Montana  Career  Information  System  Advisory  Committee 

Governor's  Transportation  Advisory  Council 

Rural  Area  Development  Councils 

Governor's  Small  Business  Advisory  Council  and  Conference 

Private  Industry  Council 

Community  Development  Advisory  Committee 

Forest  Resource  Advisory  Council 

Montana  Economic  Development  Association 

University  Committee  on  Economic  Development 

Preliminary  Committee  on  Business  Management  and  Training 

Build  Montana  Recommendation:  The  current  adhoc  collection  of  advisory  committees 
should  be  replaced  with  a  permanent  Governor's  Council  on  Economic  Development  with 
the  main  subcommittees  listed  below.  The  20-member  council  should  be  created  to 
provide  for  continuity  and  stability  across  administrations.  The  Governor's 
Council  would  contain  representatives  of  all  major  industries,  small  businessmen, 
agricultural  and  financial  communities,  labor,  conservationists  and  appropriate 
state  agency  directors.  The  Council  would  meet  at  least  quarterly  and  it  would: 
(1)  sponsor  appropriate  research  on  economic  development  issues;  (2)  propose  and 
evaluate  economic  development  programs;  (3)  coordinate  the  work  of  standing  and 
special  subcommittees;  and  (4)  advise  the  Governor  on  the  preparation  of  a 
biennial  economic  conditions  development  report.  The  statute  would  not  specify 
the  standing  subcommittees,  but  we  recommend  that  the  initial  standing  permanent 
subcommittees  of  the  Council  include  the  following: 
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-  Ad  hoc  Committee  on  Agriculture 

-  Manufacturers  Advisory  Committee 

-  Committee  on  Economists 

-  Development  Finance  Committee 

-  Tourism  Advisory  Committee 

-  Council  on  Science  and  Technology 

-  Labor  Force  Advisory  Committee 

-  Montana  Economic  Development  Association 
Forest  Resource  Committee 

The  standing  permanent  subcommittees  would  have  their  own  separate  membership 
and  their  chairperson  would  serve  on  the  Governor's  Council  as  a  method  for 
providing  communication  and  coordination  between  subcommittees.  Additional  sub- 
committees would  be  created  periodically  to  deal  with  other  economic  development 
issues. 

During  its  first  biennium  1983-84,  the  Committee's  major  focus  would  be  on  (1) 
establishing  the  Committee  of  Economists  and  the  economic  forecasting  system 
described  in  recommendation  X;  (2)  establishing  the  Science  and  Technology 
Committee  contemplated  in  recommendation  II;  (3)  supervising  an  Industrial  Water 
Marketing  Study;  (4)  supervising  a  study  of  business  taxation;  (5)  supervising  a 
study  of  the  timber  industry  in  Montana,  and  (6)  monitoring  the  implementation  of 
economic  development  programs  created  by  the  1983  Legislature.  The  council  would 
also  sponsor  public  conferences  on  various  economic  development  issues  including 
the  second  annual  small  business  conference. 

The  council  will  cooperate  with  the  study  of  the  future  of  agriculture  in  the  West 
which  is  being  sponsored  by  the  Western  Governor's  Conference.  The  purpose  of 
the  study  being  conducted  under  a  Task  Force  of  Western  Governors'  is  to  identify 
the  most  crucial  agricultural  issues  facing  the  West,  and  to  develop  alternative 
strategies  for  western  states  to  play  a  larger  role  in  shaping  the  future  of 
American  agricultural  policies.  The  initial  focus  of  the  project  is  to  identify 
and  assess  the  major  trends  and  conditions  of  western  agriculture  in  such  areas 
as  land  utilization,  foreign  and  domestic  markets,  federal-state  interaction  and 
transportation.  At  the  completion  of  the  initial  phase,  the  Governor  will  assign 
priorities  to  the  issues  and  problems  to  be  resolved  and  a  strategy  to  address 
each. 

A  strong,  effective,  wel 1- financed  Governor's  Council  on  Economic  Development  can 
articulate  coherent  economic  development  policies  and  programs  and  provide 
continuity  and  coordination  between  administrations.  The  council  can  provide  an 
opportunity  for  participation  of  all  sectors  of  Montana's  economy  in  the  development, 
implementation  and  evaluation  of  Montana's  economic  development  programs. 

The  council  would  be  attached  to  the  Department  of  Commerce  for  administrative 
purposes  and  the  department  would  provide  staff  for  the  council.  The  council  would 
have  a  special  appropriation  to  pay  for  contracted  research.  Research  contracts 
would  be  let  by  bid  to  universities  or  private  consultants. 
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II 

COUNCIL  ON  SCIENCE  AND  TECHNOLOGY 

Economic  and  Development  Issue:   Inflation,  low  productivity,  trade  deficits  and 
job  loss  are  all  linked  to  inadequate  technological  growth  and  innovation.  With- 
out technological  progress,  industry  creates  few  jobs,  factories  and  equipment 
become  obsolete,  productivity  stagnates,  and  inflation  becomes  more  difficult  to 
control . 

Firms  that  have  invested  heavily  in  developing  technology  and  carried  it  forward 
into  commercial  products  have  been  shown  to  have  about  twice  the  productivity  rate, 
three  times  the  growth  rate,  nine  times  the  employment  arowth,  and  one-sixth  the 
price  increases  as  firms  with  relatively  low  investment  in  these  activities.  Further, 
two  of  the  four  highest  location  requirements  for  "footlose"  high  technology  firms 
could  be  generated  by  an  active,  focused  scientific  partnership—labor  skills  and 
availability  and  the  proximity  of  (relevant)  academic  institutions.  The  State 
government  can  play  a  major  role  in  initiating  and  supporting  technolonical  innovation 
by  bringing  the  government,  academia  and  industry  into  a  partnership.  The  state  of 
North  Carolina  and  its  Research  Triangle  serve  as  a  model  in  this  regard.  This 
experience  underscores  how  important  technological  progress  (initiated  and  nutured 
by  a  well  directed  R&D  enterprise)  can  be  to  all  American  industry  and  to  the 
achievement  of  some  of  the  nation's  most  important  social  and  economic  goals. 

Current  Policy  and  Programs:  The  State  of  Montana  has  no  program  or  agency  that 
broadly  addresses  research  and  development  priorities  as  they  apply  to  economic 
development.  State  funding  of  agriculture  and  forest  products  research  is  admin- 
istered by  the  Experiment  Stations  in  the  University  System  but  no  comprehensive  or 
broad-based  program  of  research  and  technology  transfer  that  involves  or  addresses 
engineering  areas,  small  manufacturing  businesses  or  tourism  exists  in  the  State. 
Moreover,  there  are  no  policies  or  procedures  that  establish  research  priorities 
with  regard  to  new  technologies  that  could  be  the  basis  for  a  small  business  in 
Montana. 

Build  Montana  Recommendation:  A  nine-member  Science  and  Technology  Council  should 
be  created.   The  Council  would  direct  the  establishment  of  a  program  of 
research  and  development  which  enhances  and  supports  the  economic  development  of 
the  state.  The  committee  should  be  composed  of  university  and  private  sector 
scientists,  business  and  agricultural  representatives.  The  nine-member  council 
would  be  attached  to  the  Department  of  Commerce  for  administrative  purposes,  but 
would  hire  its  own  staff.  The  staff  would  consist  of  a  director,  scientific 
assistant  and  secretary.  The  director  would  be  a  highly  qualified  research  scientist 
or  engineer  with  experience  in  research  management. 

The  Council  would  have  the  following  responsibilities: 

Develop  scientific,  technical  and  engineering  research  priorities 
that  complement  and  support  economic  development  in  the  state. 

Develop  a  short  term  (1-5  year)  and  a  long  term  (5-20  year)  list 
of  research  priorities  for  presentation  to  the  1985  Legislature. 

Develop  strategies  and  implement  plans  to  obtain  public  and  private 
funding  for  continuous  funding  of  multi-year  projects  and  programs. 
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Develop  data  and  facts  about  relationship  between  science  and 
technology  and  economic  development  in  selected  areas  in  order 
to  instruct  the  R&D  effort  of  the  University  System  and  the 
scientific  community  at  large. 

Develop  mechanisms  for  the  transfer  of  technology  originating 
from  Committee-funded  projects. 

Develop  a  program  of  economic  development  extension  that  seeks 
to  disseminate  useful  scientific,  technological  and  engineering 
information  to  Montana  businesses. 

Develop  a  patent  management  program  on  behalf  of  the  State  that 
is  designed  to  control  and  protect  valuable  discoveries  arising 
from  R&D  projects  supported  by  Committee  funds. 

Develop  contracting  and  monitoring  mechanisms  that  include 
proposal/project  review  and  evaluation  and  fiscal  management  of 
funds. 

Recommend  programs  for  the  establishment  of  research/industrial 
park  complexes  which  will  combine  the  resources  of  government, 
education  and  industry  centered  in  major  university  areas  or  other 
parts  of  the  State  as  appropriate.  Specifically,  programs  to 
establish  agricultural  and  forest  product  processing  parks  founded 
on  new  technologies  originating  from  research  shall  be  investi- 
gated. 

Recommend  that  each  unit  of  the  university  system  create  an 

Economic  Development,  Research  and  Extension  Committee  to  coordinate  and 

facilitate  faculty  involvement  in  economic  development  research 

and  service. 

The  responsibilities  for  promoting  technological  innovation  and  its  precursor 
activity,  research,  is  shifting  from  the  Federal  government  to  state  governments. 
Thus,  state  government  is  obliged  to  redefine  its  role  in  relation  to  research 
institutions,  industry  and  the  general  public.  North  Carolina,  New  York, 
Massachusetts,  and  California  have  acted  on  the  idea  of  a  partnership  between 
government,  academia  and  business  to  promote  technological  innovation  that  en- 
hances the  economy.  Many  new  businesses  and  investments  in  these  can  be  directly 
attributed  to  organized  efforts  largely  through  Councils/Committees  for  Science 
and  Technology  that  stimulate  economic  growth.   In  Montana,  many  if  not  all 
electronics  companies  in  the  Bozeman  area  owe  their  presence  directly  or  indirectly 
to  the  Electronics  Research  Laboratory  (formerly  operated  by  the  University)  or 
the  University  itself.  Further,  other  Montana  attributes—cost  of  living,  life- 
style, etc. --could  be  "spotl  inht.ed"  to  develop  technology  based  firms  if  an  appropriate 
base  of  knowledge  and  skills  were  available. 
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Ill 

MONTANA  ECONOMIC  DEVELOPMENT  BOARD 

Economic  Development  Issue:  Recent  studies  have  shown  that  the  small  business 
sector  is  vital  for  creating  and  maintaining  jobs  in  Montana.  More  than  70 
percent  of  existing  employment  in  our  state  is  in  firms  that  have  fewer  than  50 
employees.   In  addition,  firms  of  this  size  generate  60  percent  of  the  new  jobs 
in  the  state,  including  primary  jobs.  We  need  to  do  more  to  help  finance  the 
establishment  and  expansion  of  small  businesses. 

The  need  for  capital  --  in  the  right  amount  and  on  the  right  terms  --  is  common 
to  all  businesses.  Large,  established  corporations  usually  have  no  trouble  tapping 
traditional  capital  sources,  but  evidence  indicates  that  appropriate  amounts  and 
kinds  of  capital  are  often  unavailable  for  small  business.  This  is  a  major 
impediment  to  creation  and  expansion  of  small  business. 

Traditional  state  and  national  capital  markets  often  do  not  fulfill  small  business 
needs  for  long-term  debt  and  equity.  Time  and  again,  these  firms  are  unable  to 
obtain  financing  even  though  their  rates  of  return   (after  and  adjustment  for  risk) 
exceed  the  cost  of  capital.  Often  no  long-term  financing  is  available  at  all. 
Sometimes  they  are  charged  a  higher  price  for  funds  than  would  prevail  in  a  fully 
competitive,  efficient  capital  market.  Specifics  vary  from  state  to  state,  but 
the  basic  capital  availability  problem  for  developing  business  enterprises  is 
common  to  all  areas  of  the  nation. 

In  1980,  Western  Analysis,  a  private  consulting  firm,  completed  a  study  of  develop- 
ment finance  in  Montana.  This  report  concluded  that  imperfections  in  the  state's 
capital  market  did,  in  fact,  exist,  including  gaps  in  the  availability  of  middle 
to  long-term  business  loans,  an  underdeveloped  and  inconsistent  secondary  market 
for  government  guaranteed  loans,  and  a  lack  of  organized  venture  capital.  These 
findings  have  been  confirmed  in  frequent  conversations  with  the  Montana  business 
and  financial  community. 

Current  Policy  and  Programs:  Except  for  local  issuance  of  industrial  revenue  bonds, 
Montana  has  not  utilized  any  of  the  development  finance  tools  used  in  other  states. 
The  debate  over  the  adoption  of  Initiative  95  generated  significant  interest  in 
reviewing  the  development  finance  programs  in  other  states. 

Build  Montana  Recommendation:  The  Temporary  Committee  on  Development  Finance  has 
recommended  four  development  finance  tools.  The  Administration  is  prepared  to 
support  three  of  the  four  and  will  refer  the  remaining  tool  to  the  Legislature 
for  its  consideration,  The  three  development  finance  tools  endorsed  by  the  Admin- 
istration are: 

-  The  implementation  of  Initiative  95  to  invest  in  the  Montana 
economy  25  percent  of  the  new  revenue  deposited  in  the  Coal  Tax  Trust 
Fund  after  June  30,  1983,  and 

-  Authorization  of  umbrella  industrial  revenue  bonds. 

-  Creation  of  Montana  Capital  Companies 
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The  other  development  finance  program  to  authorize  the  instate  investment  of 
other  state  trust  funds  which  was  recommended  by  the  Temporary  Committee  on 
Development  Finance  will  be  referred  to  the  legislature  without  specific 
endorsement  of  the  administration. 

These  programs  do  not  involve  state  subsidies  and  all  will  operate  through 
existing  banks,  savings  and  loans,  credit  unions  and  other  financial  institutions. 
The  decision  to  make  long-term  loans  will  be  made  by  those  financial  institutions, 
not  state  politicians  or  bureaucrats.  The  state  programs  will  simply  improve 
the  availability  of  long-term  capital  at  competitive  rates.  The  decisions  to 
expand  existing  business  or  develop  new  opportunities  will  depend  on  the  private 
sector's  initiative. 

The  fourth  proposal  by  the  committee  which  will  simply  be  referred  to  the  legisla- 
ture for  its  consideration  would  authorize  a  50  percent  tax  credit  for  investors  in 
Montana  capital  companies.  The  total  tax  credit  would  be  limited  to  $3  million 
dollars  in  the  next  two  bienniums.  The  capital  companies  which  would  require  a 
minimum  capitalization  of  $200,000  would  be  designed  to  encourage  investment  in 
small  Montana  business  enterprises. 

The  temporary  committee  recommended  the  creation  of  a  new,  seven-member  Montana 
Economic  Development  Board  to  be  responsible  for  investment  of  the  1-95  funds 
as  well  as  administering  the  umbrella  revenue  bond  program  and  the  capital  company 
tax  credit  if  authorized.  The  Montana  Economic  Development  Board  and  the  Board 
of  Investments  would  hold  joing  meetings  at  least  twice  a  year  as  a  unified  invest- 
ment board  to  coordinate  investment  strategies,  policies  and  programs. 

Implementation  of  Initiative  95:  Recognizing  the  value  of  in-state  investment, 
Montanans  voted  in  November  to  require  that  25  percent  of  all  revenue  deposited 
after  June  30,  1983  in  the  permanent  coal  tax  trust  fund  be  invested  in  the  Montana 
economy.  This  initiative  provides  for  special  emphasis  on  investments  in  new  or 
expanding  locally-owned  enterprises.  In  the  first  year,  approximately  $13  million 
of  the  $52  million  in  new  trust  fund  deposits  will  be  invested  in  Montana.  One 
estimate  shows  the  annual  amount  invested  as  doubling  in  1989  to  $30  million  and 
a  total  of  $134  million  of  the  total  coal  tax  trust  of  $713  million  invested  in- 
state by  the  end  of  1989. 

The  initiative  provides  that  the  "objectives  for  investment  of  the  permanent 
coal  tax  trust  fund  are  to  diversify,  strengthen  and  stabilize  the  Montana  economy 
and  to  increase  Montana  employment  and  business  opportunities  while  maintaining 
and  improving  a  clean  and  healthful  environment."  The  initiative  prohibits  the 
state  from  making  direct  loans.  All  investments  must  be  made  through  financial 
institutions  such  as  bank,  savings  and  loans,  credit  unions,  small  business  invest- 
ments or  development  corporations.  The  draft  legislation  further  limits  state 
participation  in  any  loan  to  80  percent  of  the  loan  and  limits  the  size  of  loans 
to  an  amount  equal  to  10  percent  of  the  fund  for  the  prior  year. 

The  draft  legislation  will  not  exclude  certain  types  of  investment  but  does  propose 
that  "preferences"  be  given  to  business  investments  which: 

1.  Are  for  locally  owned  enterprises  which  are  either  expanding 
or  establishing  new  operations; 
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2.  Provide  jobs  that  will  be  substantially  filled  by  current 
Montana  residents  as  opposed  to  providing  jobs  that  will  be 
filled  by  non-residents  coming  into  the  state  to  fill  such  jobs; 

3.  Maintain  and  improve  a  clean  and  healthful  environment  with 
emphasis  on  conservation,  renewable  resources,  and  alternative 
energy  production;  and 

4.  Benefit  small  and  medium  sized  business  as  defined  in  rules 
adopted  by  the  board. 

The  term  "preferences"  was  recommended  by  the  Temporary  Committee  on  Development 
Finance  as  a  compromise  that  would  not  exclude  any  type  of  business,  but  would 
establish  "preferences"  for  use  of  the  state  funds. 

Investments  would  be  limited  to  those  currently  authorized  by  law,  except  the 
Board  could  authorize  new  types  of  investments  by  rule.  At  least  11  other  states 
are  currently  studying  ways  to  invest  their  public  pension  trust  funds  in 
economic  development.  Twenty-nine  states  have  already  implemented  various  in- 
state investment  strategies.   In  some  programs,  state  trust  funds  purchase 
packages  of  in-state  commercial,  industrial,  and  residential  mortgages  originated 
by  financial  institutions.  Such  purchases  are  currently  made  by  the  Montana 
Board  of  Investments  for  state  retirement  funds,  but  the  program  could  be  expanded. 

The  state  of  New  Mexico  and  Alaska  are  provided  long-term  certificate  of  deposit 
(CDs)  to  in-state  banks  with  terms  as  long  as  eight  years.  These  long-term 
CDs  can  be  provided  on  the  condition  that  the  bank  matches  the  long-term  CDs  with 
a  commercial  loan  of  similar  length  and  terms.  The  long-term  nature  of  these 
CDs  is  critical:  numerous  studies  have  shown  that  short-term  public  fund 
deposits  may  simply  be  sold  in  national  markets  and  thus  export  capital  out  of 
the  state  rather  than  retaining  it  for  in-state  investment. 

Long-term  CDs  are  compatible  with  the  long-term  nature  of  public  trust  funds 
and  pension  funds.  They  can  expand  the  availability  of  long-term  capital  to 
Montana  financial  institutions  in  ways  that  make  the  long-term  money  available 
for  business  loans  but  do  not  tie  the  risks  of  the  loan  to  the  trust  fund. 
The  terms  and  rates  (with  an  appropriate  operating  spread  for  the  bank)  are 
tied,  but  not  the  risk.  The  bank  retains  the  full  risk  of  the  loan  to  the 
private  business.  The  trust  fund  is  entitled  to  its  return  on  the  CD  irrespective 
of  the  performance  of  the  borrower. 

Last  year,  the  Wyoming  Retirement  System  earned  a  high  rate  of  return  on  state 
trust  funds  while  developing  a  very   effective  in-state  investment  program.  The 
Wyoming  Retirement  System  purchases  from  banks  the  guaranteeed  portion  of  SBA  loans 
to  small  business  at  1  percent  over  the  U.S.  Treasury  interest  rate.  The  program 
generated  increased  SBA  loans  in  Wyoming  and  has  resulted  in  $16  million  in 
financing  through  local  banks,  to  96  small  businesses.  The  Wyoming  Retirement 
System  is  now  developing  a  new  program  to  pool  small  SBA  guaranteed  loans.  This 
program,  called  G.R.O.W.  will  provide  $4  million  in  financing  at  very  competitive 
rates.  Similar  programs  to  purchase  SBA  guaranteed  loans  exist  in  Kansas  and  [Jew 
Mexico  and  are  being  implemented  in  California. 
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Umbrella  Industrial  Revenue  Bonds:  The  Montana  Economic  Job  Development  Board 
would  also  have  the  authority  to  raise  private  capital  for  small  Montana  businesses. 
This  would  be  accomplished  through  the  sale  of  umbrella  industrial  revenue  bonds 
that  would  pool  individual  loans  (limited  at  $800,000)  into  umbrella  bond 
issues.  The  program  does  not  require  any  pledge  of  the  state's  credit. 

Industrial  Development  Authorities  currently  exist  in  36  states.  They  have  a 
variety  of  powers,  but  most  have  the  power  to  stimulate  industrial  and  commercial 
employment  through  issuance  of  industrial  revenue  bonds.  Eighteen  authorities  have 
the  power  to  insure  or  guarantee  industrial  revenue  bonds  (IRB).  Although 
many  development  authorities  operate  direct  loan  programs,  no  such  direct  program 
is  being  proposed  in  Montana.   In  recent  years,  there  has  been  a  new  emphasis 
among  the  authorities  on  packaging  a  number  of  small  loans  to  businesses  into 
"pooled"  or  "composite"  or  "umbrella  industrial  revenue  bonds"  (URB). 

An  umbrella  revenue  bond  is  a  single  bond,  issued  much  like  any  other  industrial 
development  bond.  The  difference  between  a  URB  and  IRB  is  that  while  an  IRB  will 
be  issued  with  the  total  proceeds  going  to  a  single  firm,  portions  of  the  proceeds 
of  a  single-issue  URB  are  lent  to  a  variety  of  firms  that  stand  behind  the  bond. 
In  effect,  the  URB  issue  is  a  diversified  secondary  loan  portfolio  including  a 
number  of  small  businesses.  The  1931  federal  tax  bill  now  specifically  authorizes 
URBs  until  September  30,  1986.   It  is  expected  that  the  authorization  will  be 
extended. 

The  pooling  of  small  loans  into  a  single  URB  presents  specific  benefits  to  both 
borrowers  and  investors: 

-  Smaller  firms  are  given  access  to  capital  from  the  national/tax-exempt 
bond  market.  The  $1  million-plus  size  of  a  typical  IRB  issue  is  both 
too  large  for  a  small  firm  to  carry  and  larger  than  many  small  firms 
need.  URBs  permit  spreading  the  $1  million  among  a  number  of  small  firms. 

-  The  actual  cost  to  the  firm  of  raising  capital  is  reduced.  The  cost  of 
issuing  bonds  is  fairly  constant,  regardless  of  the  size  of  the  bond. 
Consequently,  the  disproportionately  high  cost  of  issuing  bonds  of  less 
than  $1  million  often  prohibits  their  issuance.  With  a  URB,  instead 

of  issuing  many  small  bonds  with  high  proportionate  issuance  costs,  a 
single  larger  bond  is  issued,  decreasing  issuance  costs  to  a  level  that 
is  bearable  by  the  smaller  firm. 

-  URBs  decrease  the  cost  to  the  investor  of  collecting  information  on  the 
individual  firms.  By  pooling  many  small  loans  into  a  single  bond  issue 
that  is  large  enough  to  qualify  for  a  rating,  the  investor  receives  a 
standard  evaluation  of  the  quality  of  the  bond.  Without  a  URB,  the 
investor  would  have  to  research  the  financial  position  of  each  individual 
firm  with  high  cost  in  terms  of  both  time  and  money  --  and  would  often 
opt  to  not  even  consider  making  the  investment. 

URBs  are  a  very   effective  means  for  making  long-term  funds  available  to  small 
business.  Many  studies  have  documented  both  the  important  role  small  businesses 
play  in  the  national  and  state  economies  and  the  difficulties  they  have  acquiring 
capital.  Thus,  by  directing  long-term  debt  capital  to  small  businesses,  URBs  fill 
a  financial  need  of  small  businesses  and  help  insure  their  viability. 
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Eleven  of  the  development  finance  agency  authorities  in  other  states  have  authorized 
small  business  umbrella  bond  programs  and  most  of  all  of  the  others  are  developing 
URB  programs  since  the  clarification  of  the  federal  law. 

To  give  a  current  example,  the  Massachusetts  Industrial  Finance  Agency  (MIFA)  is 
currently  preparing  a  $25  million  bond  issue  for  land,  plant  and  equipment  loans 
to  small  commercial  and  industrial  borrowers  for  up  to  10  years  at  fixed  rates 
of  about  2  percent  below  the  prime  rate.  This  is  possible  because  of  the 
combination  of  federal  tax  exemptions  and  an  AA  investment  grade  rating  for  the 
bonds.  The  loans  are  originated  and  serviced  by  Massachusetts  bankinq  institutions 
(as  would  be  the  case  in  Montana).  Professional  bond  counsel  and  underwriters 
are  also  directly  involved  in  this  approach,  and  their  advice  has  been  sought 
in  planning  the  Montana  Umbrella  bond  program. 

One  concern  about  this  approach  is  whether  the  creation  of  a  Montana  Development 
Authority  might  overwhelm  or  replace  city  and  county  IRC  bonds.  Based  on  proven 
experience  in  such  places  as  Massachusetts,  the  answer  is  clearly  "no."  The 
Massachusetts  Industrial  Finance  Agency  has  grown  from  $30  million  to  $2  billion 
in  the  last  four  years,  and  over  90  percent  of  the  loans  have  originated  through 
local  agencies.  The  local  agencies  came  to  MIFA  seeking  the  professional  guidance 
and  better  bond  and  investment  counsel  to  structure  a  better  deal  at  a  lower 
rate  for  the  benefit  of  the  borrowers  and  the  community.  The  local  agency  and 
the  local  banker  work  with  the  state  development  authority  to  out  together  a 
better  deal  for  the  local  borrower  and  the  local  community. 

Montana  Development  Credit  Corporation:  The  Administration  will  continue  to  support 
the  recapitalization  and  reorganization  of  the  Montana  Development  Credit  Corporation 
as  a  way  to  increase  investment  in  small  businesses.  The  reorganization  will  be 
undertaken  by  Montana  banks  and  private  corporations.  Since  1976,  the  Wyominq 
Development  Corporation  in  cooperation  with  local  banks,  has  provided  close  to 
$26  million  in  direct  loans  to  92  Wyoming  businesses,  thus  creating  or  pre- 
serving 1,400  jobs.  The  Montana  Development  Corporation  could  also  become  an 
effective  private  development  tool  if  it  has  proper  management  and  an  increase  in 
capital . 

Authorization  of  Instate  Investment  of  Other  Trust  Funds:  The  TemDorary  Committee 
on  Development  Finance  also  recommended  a  separate  bill  be  orepared  that  would 
permit  the  Board  of  Investments  to  invest  up  to  10  percent  of  any   state  fund  in 
Montana  in  investments  that  are  not  specifically  listed  in  the  current  list  of 
permissible  investments.  The  subcommittee  felt  that  such  an  amendment  would  give 
the  board  sufficient  leeway  to  make  additional  instate  investments  with  other 
trust  funds.  The  administration  has  not  yet  endorsed  this  Droposal . 

Creation  of  Montana  Capital  Companies:  The  Temporary  Committee  on  Development 
Finance  recommended  a  fourth  proposal  that  har.  been  modified  by  the  Administra- 
tion because  of  its  impact  on  the  state  budget  for  the  biennium. 

The  proposal  would  authorize  the  creation  of  private  Montana  Capital  Companies. 
If  the  Capital  Companies  raised  a  minimum  capital  base  of  $200,000,  investors 
would  be  entitled  to  a  25  percent  tax  credit  on  personal  or  corporate  income 
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taxes.  (The  committee  originally  recommended  50^.)  The  total  tax  credits  would 
be  limited  to  $1  million  for  each  of  the  next  two  bienniums  (The  committee 
originally  recommended  $3  million).  Tax  credits  would  be  designed  to  encourage 
private  investors  to  invest  in  the  creation  of  these  Montana  "Venture"  capital 
companies.  The  committee  also  recommended  the  creation  of  a  state  small  busi- 
ness venture  fund  that  could  purchase  the  long-term  bonds  of  the  Montana  Capital 
Companies.  The  fund  could  be  created  by  a  bond  issue  supported  by  income  from 
the  coal  tax  trust. 
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IV 
STATE  BUSINESS  DEVELOPMENT  ASSISTANCE  PROGRAM 

Economic  Development  Issue:  Studies  have  shown  that  the  small  business  sector  of 
Montana  is  responsible  for  over  70%  of  existing  employment  and  generates  60*  of  the 
new  jobs  in  the  state.  This  is  consistent  with  similar  studies  in  other  states. 
The  implication  of  this  to  overall  economic  development  efforts  is  that  helping 
Montana's  small  business  sector  to  remain  strong  and  expand  is  an  effective  and 
appropriate  strategy  for  the  Department  of  Commerce. 

There  are  two  specific  problems  in  providing  assistance  or  training  to  small 
businesses:  cost  (many  cannot  afford  the  time  or  money);  their  unawareness  of  the 
various  kinds  of  assistance  available  and  inability  to  pinpoint  how  it  might  help 
their  operation. 

Current  Policy  and  Programs:  The  Department  of  Commerce  currently  has  a  vary   limited 
federally-financed  program  to  target  assistance  to  Montana  small  businesses,  with 
emphasis  on  manufacturing  firms.  The  program  has  approximately  $100,000  available 
for  matching  mini-grants  up  to  $5,000  (requires  20',v  match)  to  help  small  manufacturers 
at  critical  times  with  professional  technical  assistance.  Examples  include:  pro- 
fessional assistance  in  putting  together  a  federal  contract  bid;  UL  testing  to 
allow  national  distribution  of  a  product;  financial  packaging  to  obtain  financina 
for  a  canning  plant.   In  all  cases,  the  assistance  provided  comes  from  private 
experts  (on  contract)  in  the  field,  not  from  state  staff  directly.  State  staff  serve 
to  screen  applicants  and  refer  them  to  alternative  sources  of  appropriate  assistance. 
The  program  is  closely  coordinated  with  local  development  organizations. 

In  addition  to  specifically  managing  the  grant  program,  staff,  upon  request,  also 
provide  direct  assistance  to  a  limited  number  of  firms  --  assistance  in  analyzing 
existing  operations  and  helping  to  identify  problems  in  business  practices.  Finally, 
the  staff's  general  knowledge  of  business  activities  across  the  state  allows  them  to 
serve  as  a  clearinghouse  for  business  information.  For  example,  one  staff  was 
able  to  match  up  a  plastic  injection  manufacturer  in  one  part  of  the  state  to  a 
manufacturer  needing  plastic  handles,  resulting  in  a  cost  savings  and  more  jobs 
for  Montana. 

Build  Montana  Recommendation:  The  state  program  of  business  develooment  assistance 
should  consist  of  four  related  programs:  a  state  clearinghouse  function;  the  mini- 
grant  program;  coordination  with  the  State  Labor  Training  program;  and  participation 
in  the  Reagan  Administration's  Small  Business  Economic  Revital ization  Programs. 
All  of  the  "State  Business  Development  Assistance  Programs"  are  designed  to 
complement,  not  duplicate  the  "University  System  Business  Development  Assistance 
Program."  All  of  the  programs  would  be  available  to  farmers  and  ranchers  as  well  as 
other  businessmen. 

Clearinghouse  Program:  The  existing  federally-funded  program  of  business  management 

assistance  should  be  funded  by  the  state  and  expanded.  The  philosoohy  of  the  program 

would  be  to  provide  a  clearinghouse  function  on  management  assistance  and  training 

and  not  to  develop  a  state  staff  to  actually  provide  management  advice  --  that 
function  is  properly  left  to  the  private  and  university  sectors. 

Following  meetings  with  the  U.  S.   Small  Business  Administration,  the  Business 
Schools  of  the  University  System,  local  development  organizations,  local  chambers 
of  commerce,  the  state  Chamber  of  Commerce  and  private  consultants  in  the  area  of 
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business  consulting,  the  following  recommendations  for  business  management  assistant 
programs  were  developed:   The  recommendations  are  consistent  with,  and  necessary 
to  complement  existing  public  and  private  programs. 

The  Department  of  Commerce  should  have  adequate  funds  to: 

Continue  the  technical  assistance  mini-grant  program,  targeted  to- 
ward manufacturing  firms,  to  help  those  businesses  for  whom  cost 
of  management  assistance  is  a  major  problem. 

Continue  the  regional  marketing  assistance  projects  (begun  under 
the  Private  Industry  Council)  to  get  marketing  assistance  to  small 
businesses  that  otherwise  could  not  afford  it. 

Expand  the  number  of  staff  available  to  serve  an  analytic  role  in 
helping  business  pinpoint  its  problem  areas  and  identify  the  type  of 
assistance  needed. 

Serve  as  a  clearinghouse  of  information  on  all  training/workshop 
activities  being  offered  in  the  state,  including  a  roster  of 
trainers  so  that  areas  wanting  programs  can  be  assisted  in  finding 
appropriate  instructors.  Also  help  identify  small  business  training 
needs  and  arrange  training  programs  to  meet  those  needs. 

Develop  a  statewide  inventory  of  business  consulting  firms  and 
capabil i ties. 

Develop  a  statewide  inventory  of  manufacturing  capabilities. 

Promote  understanding  and  awareness  of  training  and  technical  assistance 
availabil i  ty. 

Maintain  up-to-date  research  and  publicize  available  information 
on  feasibility  studies,  case  studies,  and  other  relevant,  specific 
information  for  Montana  businesses. 

Partially  fund  the  University  Management  Center  to  facilitate 
utilization  of  university  business  faculty  for  management 
assistance  and  training. 

The  above  activities  complement  and  do  not  compete  with  public  or  private  activities 
already  existing  in  the  area  of  small  business  training  and  technical  assistance. 
These  activities  will  provide  a  central  clearinghouse,  coordinating  and  publicizing 
functions  to  assure  that  the  best  use  is  made  of  the  existing  services. 

Mini -Grant  Program:  The  existing  federally-funded  program  of  mini-grants  should  be 
funded  by  the  state  and  expanded.  The  pass-through  mini-grants  would  require  a  20% 
matching  funds  basis  to  individual  businessmen.  The  program  would  emphasize  manu- 
facturing firms  and  assist  only  at  critical  points  in  the  evaluation  of  a  business 
where  extra  financial  and  technical  assistance  will  make  a  difference. 


21 


Examples  of  mini-grant  projects  include: 

Product  Development  --  Evaluation  of  prototypes  and  appraisal  for 
cost  reduction  and  methods  for  improving  products;  identification 
of  sources  of  assistance  for  specialized  manufacturers;  liaison  with 
other  companies  and  agencies. 

Purchasing  --  Identification  of  vendors;  the  review  of  material 
specifications;  the  analysis  of  purchasing  practices,  etc. 

Inventory  Control  --  The  design  of  basic  inventory  control  systems 
and/or  the  assessment  of  existing  systems. 

Marketing  --  Guidance  on  the  selection  aids  and  the  design  of  sales 
promotion  programs;  assistance  in  selecting  distribution  channels  and 
in  formulating  selling  plans;  assistance  in  the  design  of  marketing 
control  systems,  the  identification  of  potential  customers  for 
specific  products. 

Financial  Planning  --  Predicting  the  needs  of  obtaining  capital  and 
evaluating  alternate  methods;  searching  for  sources  of  capital; 
evaluating  general  financial  management  control;  assisting, 
planning  and  budgeting  operations;  evaluating  and  developing  basic 
management  systems  and  procedures. 

Organization  Analysis  --  Review  of  organization  structures;  design 
and  development  of  new  organization  relationships,  etc. 

Production  --  Analysis  of  preventive  maintenance  systems;  analysis  of 
equipment  requirements;  determination  of  improved  methods;  the  prepa- 
ration of  plant  layouts,  including  the  analysis  of  operations  and 
processes  required,  and  the  physical  arrangements  of  facilities, 
utilities,  and  work  area;  the  analysis  of  material  handling  problems 
and  identification  of  needed  equipment  systems;  the  design  of  schedule 
and  control  systems;  the  establishment  of  quality  control  systems, 
including  the  analysis  and  inspection  methods,  the  design  of  expense 
systems  and  the  development  of  control  records. 

Industrial  Relations  --  The  review  of  personnel  administration  systems 
including  practices  and  methods  involving  recruitment,  selection  and 
training;  the  evaluation  of  manpower  utilization  program  and  assistance 
in  designing  effective  utilization  practices;  counsel  in  the  area  of 
employee  relations,  especially  in  regard  to  communication. 

New  Venture  Analysis  --  Services  in  evaluating  competitive  conditions, 
and  probable  demand;  the  identification  of  facilities,  equipment, 
manpower  and  estimated  capital  needs  for  a  specific  venture. 

Tourism  --  Research  activities  involving  literature  searches  and 
data  collection  and  analysis  for  profit-making  firms  and  for  new 
venture  development;  assistance  in  identification  of  project 
priorities;  identification  of  potential  employment  opportunities, 
geographic  tourism  areas;  publication  of  management  and  technical 
bulletins  for  distribution  to  firms  in  tourism  areas  within  the 
state;  sponsorship  of  periodic  conferences  for  tourist  businesses 
to  assist  in  resolving  common  problems. 
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Coordination  with  the  State  Labor  Training  Program:  The  state -funded  labor 
training  program  will  be  administered  by  the  Department  of  Labor,  but  the  Depart- 
ment of  Commerce  will  be  a  primary  contact  for  businessmen  interested  in  par- 
ticipating in  the  labor  training  programs. 

Participation  in  Federal  "Small  Business  Economic  Revi tal ization  Program"  (SBR): 
The  SBR  program  is  sponsored  by  the  Department  of  Housing  and  Urban  Development, 
the  Small  Business  Administration  and  the  Department  of  Commerce.  The  Reagan- 
sponsored  program  is  50  percent  federally-funded  and  50  percent  state-funded  -  at 
a  cost  of  $40,000  to  the  state.  The  program  is  designed  to:   (1)  develop  business- 
state  partnership  to  focus  on  financing  small  businesses;  (2)  train  a  small  team 
of  four  to  ten  state  and  local  development  personnel  in  packaging  federal  (SBA, 
UDAG,  FmHA)  financing  programs  for  individual  small  businessmen;   (3)  obtain 
financial  sector  commitments  to  provide  fixed  asset  loans  for  small  businesses; 
(4)  identify  healthy  businesses  that  would  benefit  from  participation  in  federal 
loan-guarantee  programs.  The  orogram  is  currently  being  implemented  in  21 
states.  An  appropriation  of  $40,000  would  permit  participation  by  Montana. 
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V 
UNIVERSITY  BUSINESS  MANAGEMENT  DEVELOPMENT  PROGRAM 

Economic  Development  Issue:  The  expertise  on  business  management  issues  of 
university  facilities  is  not  always  readily  available  to  the  private  sector. 
Businessmen  often  do  not  know  whether  assistance  is  available.  Faculty  members 
frequently  are  not  prepared  to  provide  assistance  and  there  is  no  convenient 
mechanism  for  conducting  the  technical  assistance  and  training. 

Current  Policy  and  Programs:  The  schools  of  business  at  both  the  University  of 
Montana  and  Montana  State  University  provide  management  training  programs  for 
private  sector  businessmen  and  their  faculties  provide  technical  assistance,  but 
there  is  no  formal  program  to  coordinate  the  utilization  of  business  and  other 
facul ty  members. 

Build  Montana  Recommendation:  The  Business  Management  Development  Center  at 
Montana  State  University  should  be  partially  state-funded  and  given  the 
responsibility  of  coordinating  University  management  assistance  and  training 
programs  for  the  business  and  agricultural  communities.  The  university  programs 
would  complement,  not  duplicate  the  State  Business  Development  Assistance  programs. 
The  center  would  operate  under  an  advisory  committee  of  Montana  businessmen  and 
women.   It  would  mobilize  and  coordinate  the  business  faculty  resources  from  all 
the  University  system  campuses  and  share  those  talents  with  the  business  community 
through  consulting  and  training  programs.  The  center  would  be  substantially  self- 
supporting  because  services  would  be  provided  on  a  fee  basis,  even  though  the 
state  would  provide  start-up  costs  for  the  center.  Some  seminars  would  be  state- 
funded  or  funded  in  cooperation  with  private  sector  sponsors.  The  center  would 
include  a  computer  laboratory  to  provide  technical  assistance  on  how  to  apply 
computer  technology  to  business  management.  The  center  would  use  existing  faculty 
resources  to  provide  expert  training  and  technical  assistance  in  various  problem 
areas  such  as  accounting,  finance  marketing  and  management.  The  center  would 
also  coordinate  a  program  of  applied  management  research  designed  to  deal  with 
management  problems  of  Montana  industries.  The  center  would  be  based  on  successful 
models  developed  in  other  states.  The  center  would  emphasize  the  use  of  faculty 
resources  from  other  disciplines  such  as  Engineering,  Film  and  TV,  Psychology, 
etc.  The  Agnet  System  would  be  used  to  provide  statewide  services.  A  major 
component  would  be  the  provision  of  education  courses  and  seminars.  They  would 
be  modeled  after  the  successful  computer  clinics  already  conducted  by  Montana 
State  University  and  the  small  business  seminars  sponsored  by  the  University  of 
Montana. 
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VI 
ASSISTANCE  TO  LOCAL  DEVELOPMENT  ORGANIZATIONS 

Economic  Development  Issue:  There  is  a  limit  to  what  the  state  can  accomplish  at 
the  state  level.  It  is  the  local  community  that  most  immediately  affects  small 
business  and  economic  growth  through  such  things  as  local  taxation,  zoning  and 
ordinance  regulations,  and  general  attitudes  toward  the  business  community.  Some 
direct  business  assistance  (such  as  financial  packaging  of  government  loan  programs 
or  matching  up  one-on-one  assistance  in  marketing)  is  best  coordinated  through  a 
local  organization  familiar  with  local  business  people  and  close  enough  to  call  on 
when  problems  arise.  Fostering  strong  local  development  organizations  with  pro- 
fessional capabilities  is  critical  to  strengthening  Montana's  economy  and  growth 
potential  by  fostering  a  strong  sense  of  private/public  partnership  at  the  local 
level . 

Current  Policy  and  Programs:  Approximately  10  community-based  economic  develop- 
ment organizations  now  exist  in  Montana.  They  vary  greatly  in  financial  resources, 
staffing,  composition  of  their  boards  and  development  programs.  The  federally- 
funded  Private  Industry  Council  provided  significant  grants  to  four  organizations  in 
FY  1982  and  five  in  FY  1983.  This  federal  money  will  not  be  available  in  the  future. 
The  Department  of  Commerce  has  provided  some  technical  assistance  and  has  tried 
to  channel  requests  for  technical  assistance  and  business  location  information 
through  local  development  organizations.  We  are  trying  to  establish  the  precedent 
that  local  development  organizations  are  the  front-line  of  economic  development.  The 
recently  organized  Montana  Economic  Development  Association  provides  a  vehicle  for 
coordinating  the  activities  of  the  local  corporations  and  also  provides  a  vehicle 
for  coordinating  state  assistance  to  the  local  development  organizations. 

The  Department  currently  has  one  person  assigned  part-time  to  work  with  local 
development  organizations.  This  staff  person  is  designing  a  training  program  for 
officials  and  representatives  of  local  communities  modeled  after  similar  "Star  City" 
or  "Certified  Town"  programs  of  other  states.  The  training  is  designed  to  meet 
three  objectives:  to  foster  greater  understanding  of  why  a  public/private  part- 
nership organization  is  vital  to  the  economic  health  of  the  local  community;  to 
outline  how  to  go  about  forming  such  an  organization;  and  to  improve  the  professional 
capabilities  of  the  group  by  workinq  through  a  series  of  tasks  once  the  group  has 
been  formed.  The  initial  training  course  (for  approximately  8-10  communities 
is  anticipated  in  May  or  June  of  1983. 

Build  Montana  Recommendation:  The  state  should  fund  a  substantial  program  to  provide 
financial  assistance  to  community-based  economic  development  corporations.  The 
state  grants  would  require  local  matching  funds  from  private  or  public  sources.  The 
state  funds  would  be  used  to  start  development  corporations  in  communities  where  they 
do  not  currently  exist  and  to  strengthen  those  now  operating.  Principal  goals 
would  include  the  development  of  broadly  based  boards  of  directors,  development  of 
professional  staff  and  establishment  of  realistic  economic  development  goals  and 
programs.  Broad  community  support  and  participation  is  vital  for  successful 
community-based  economic  development.  Approximately  a  half  million  dollars  would 
be  available  for  grants  to  local  development  corporations.  These  grants  would  be 
utilized  for  both  basic  support  services  and  specific  projects. 
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In  addition  to  grant  programs  the  Cuild  Montana  program  will  include  additional 
funds  for  training  staff  and  board  members  of  local  development  organizations. 
The  training  will  be  part  of  certified  community  programs.   The  certification 
will  indicate  that  communities  have  developed  a  coherent  and  broadly  based 
economic  development  organization.  Building  strong  development  organizations  at 
the  local  level  can  best  be  done  through  group  training  with  community  follow-up 
on  task  performance.  This  is  the  most  effective  way  to  foster  a  public/private 
partnership  at  the  local  level  and  thereby  strengthen  the  local  climate  for 
existing  and  new  economic  activity. 
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VII 
BUSINESS  LICENSING  ASSISTANCE 

Economic  Development  Issue:  Application  for  governmental  licenses  is  a  time  con- 
suming, complex  and  often  irritating  experience  for  both  the  businessman  and 
government  employee  because  of  the  multitude  of  licenses  that  are  required.  The 
1981  Legislature  created  the  Business  Licensing  Center  to  distribute  information 
concerning  state  licensing  requirements  for  starting  and  operating  a  business  and 
to  provide  assistance  to  the  businessman  applying  for  a  license,  but  no  centralized 
licensing  process  was  authorized. 

Current  Policy  and  Programs:  The  Business  Licensing  Center  was  required  by  the 
1981  Legislature  to  examine  methods  to  simplify  the  existing  licensing  process. 
A  study  has  been  conducted  which  identifies  that  most  licensing  is  related  to 
just  12  different  retail  licenses  that  are  currently  administered  by  several 
difference  agencies. 

Build  Montana  Recommendation:  The  Build  Montana  program  continues  the  existing 
program  of  the  Business  Licensing  Center,  but  it  does  not  include  any  specific 
proposal  for  increased  funding  or  staff  for  the  center.  The  existing  program 
should  be  continued  with  its  emphasis  on  coordination  until  such  time  as  the 
legislature  has  authorized  the  consolidation  of  licensing  permits.  If  the 
Legislature  should  adopt  legislation  to  permit  consolidation  of  the  most  common 
licensing  permits,  it  will  need  to  fund  the  necessary  computer  programs  and 
authorize  mechanism  for  coordination  of  inspections. 

The  proposal  for  consolidation  of  licenses,  which  is  not  part  of  the  Build 
Montana  Program,  would  be  administered  by  the  Department  of  Commerce  and  would 
gradually  convert  each  business  to  one  anniversary  date  for  all  licenses,  as 
was  done  for  automobiles.  The  Department  of  Revenue  would  handle  the  accounting 
for  license  fees  and  credit  the  proper  agencies  for  fees  received.  Streamlining 
licensing  in  the  above  fashion  will  help  cut  costs  and  red  tape  for  both  the 
local  business  person  and  for  state  administration.  The  small  business  will 
only  have  one  time  of  the  year  at  which  licenses  are  due  to  be  renewed  and  can 
renew  all  of  them  at  one  time.  Hopefully,  the  state  would  no  longer  have  major 
variations  in  the  volume  of  licensing  activity  as  it  does  now  (most  licenses  have 
due  dates  of  January  or  July  1).  This  would  allow  a  constant  number  of  employees 
to  process  renewals  rather  than  hiring  and  training  employees  for  renewal  periods 
as  is  currently  done. 

The  centralization  of  the  record  keeping  on  computer  would  allow  the  center  to 
track  and  act  as  an  ombudsman  for  individual  businesses  in  cases  where  problems 
in  processing  arise. 
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Villa 
MONTANA  PRODUCT  PROMOTION 

Economic  Development  Issue:   Identification  and  promotion  of  Montana  made  or 
grown  products  enhances  the  market  strengths  of  Montana  businesses  and  raises 
public  awareness  and  pride  in  Montana's  economy.  Marketing  assistance  helps 
ensure  the  health  and  profitability  of  Montana  businesses  and  stimulates  expansion 
and  development  of  new  businesses  and  products. 

Many  Montana  manufacturers  are  purchasing  services  and  materials  from  out-of-state 
suppliers  in  the  production  of  their  products.   In  many  cases  capacity  exists  to 
join  Montana  manufacturers  together  so  that  materials  and  services  that  are 
currently  being  purchased  out-of-state  can  be  purchased  from  in-state  suppliers. 

Recent  changes  in  Federal  government  purchasing  regulations  have  made  it  easier 
for  small  manufacturers  to  gain  access  to  government  contracts.  Currently  there 
is  no  clearinghouse  for  Montana  manufacturers  to  provide  information  on  what 
contracts  are  available. 

Current  Policy  and  Programs:  The  Department  of  Agriculture  operates  a  successful 
program  for  promoting  the  sale  of  Montana  agricultural  products.  The  Department  of 
Commerce  has  plans  to  reprint  the  Montana  Manufacturers  Directory. 

Build  Montana  Recommendation:  Three  new  programs  should  be  developed  to  increase 
the  sale  of  Montana  made  or  grown  products. 

A  "Buy  Montana"  promotional  program  should  be  established  that  would  identify 
Montana  made  or  grown  products,  label  those  products  at  the  consumer  level  and  promote 
the  purchase  of  those  products  through  an  in-state  multi-media  promotional  campaign. 
This  program  will  focus  on  agricultural,  art  and  manufactured  products. 

The  Department  of  Commerce  should  establish  a  clearinghouse  for  Montana  manu- 
facturers whereby  they  can  be  made  aware  of,  and  put  in  direct  contact  with, 
other  Montana  manufacturers  who  are   potential  and  plausible  raw-material  or  value- 
added  suppliers. 

The  Department  of  Commerce  should  establish  an  aggressive  program  to  pursue 
Federal  government  supply  contractors  for  Montana  businesses.  The  Department 
of  Commerce  would  establish  a  system  to  track  pending  Federal  government  supply 
contracts  and  would  make  Montana  manufacturers  aware  of  these  opportunities  on 
an  ongoing  basis. 
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VHIb 
INTERNATIONAL  EXPORT  ASSISTANCE 

Economic  Development  Issue:  International  markets,  especially  Canadian  and 
Asian  markets,  represent  an  important  opportunity  for  Montana  businesses,  but 
the  technicalities  of  international  trade  often  discourage  Montana  businessmen 
from  attempting  to  enter  the  market. 

Current  Policy  and  Programs:   International  trade  functions  are  handled  in  a  some- 
what fragmented  fashion.  Export  of  agriculture  products  is  promoted  by  the 
State  Department  of  Agriculture  or  Wheat  Research  and  Marketing  Unit  in  Great  Falls. 
A  part-time  position  in  the  Department  of  Commerce  handles  all  other  international 
trade  matters  including  clarification  of  immigration  laws,  foreign  investments, 
technical  assistance  in  the  mechanics  of  exporting  and  answering  foreign  trade 
inquiries.  The  level  of  staffing  is  significantly  below  that  of  neighboring 
states.   In  spite  of  the  limited  staffing  the  Department  has  begun  to  develop 
an  international  trade  program. 

The  Western  Governor's  Conference  has  recommended  the  establishment  of  an  Inter- 
national Trade  Office  (officer)  within  each  member  state  to  direct  and  guide 
development  of  increased  international  business.   In  November  1932,  international 
trade  officers  from  seven  western  states,  including  Montana,  participated  in  a 
Trade  Development  Conference  with  officials  from  the  Alberta  Ministry  of  Economic 
Development,  Directors  of  the  Edmonton  and  Calgary  Chambers  of  Commerce,  and 
industrial  executives.  This  effort  established  the  groundwork  for  a  future  Montana 
trade  mission  primarily  comprised  of  Montana  manufacturers  interested  in  exporting 
their  products  to  western  Canada. 

Build  Montana  Recommendation:  An  adequately  staffed  and  funded  program  of  inter- 
national export  assistance  should  be  established.  A  two-member  professional 
staff  should  be  authorized  with  sufficient  funds  to  provide  a  broad  program  of 
technical  assistance  including  marketing,  catalogues,  directories,  export  guides, 
market  research,  foreign  language  interpreting  services,  legal  assistance,  trade 
shows  and  displays.  The  Department  would  also  apply  for  the  loan  of  a  "Pearson" 
foreign  service  officer  from  the  State  Department  to  help  establish  the  inter- 
national export  assistance  program.  The  officer  is  available  for  a  year's  tour  of 
duty  to  help  establish  such  programs. 

Economic  stagnation  in  Montana  is  due  partly  to  a  saturation  of  the  domestic  market. 
International  trade  is  growing  considerably  faster  than  domestic  trade.  Exporting 
increases  production  and  employment.  Exporting  provides  a  broader  marketing  base 
that  cushions  domestic  recession  and  inflation  trends.  Exporting  expands  the  state's 
tax  base.  A  progressive,  results-oriented,  export  and  international  trade/investment 
program  requires  a  solid  commitment  of  experienced  manpower  and  adequate  fiscal  re- 
sources. A  significant  number  of  Montana  firms  would  like  to  export  their  products 
but  lack  the  know-how  and  revenue  to  contract  with  expensive  export  management/ 
marketing  companies.   It  is  an  appropriate  role  for  the  Department  of  Commerce  to 
assist  Montana  businesses  in  identifying  and  developing  international  trade  leads, 
educating  owners  and  managers  on  how  to  successfully  complete  an  export  transaction, 
and  sponsoring  trade  shows  and  missions  which  have  become  a  significant  tool  toward 
developing  long-term  trade  relationships.  Additionally,  the  Department  of  Commerce 
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is  an  appropriate  agency  to  facilitate  foreign  investment  in  state  business  ventures, 
provide  technical  assistance  to  support  the  creation  of  foreign  trade  zones, 
analyze  the  feasibility  of  recently  authorized  export  trading  companies  and 
facilitate  formal  agreements  with  major  foreign  trading  companies. 

The  department  is  also  providing  Helena  office  space  and  secretarial  assistance 
to  staff  of  the  newly  established  49th  Parallel  Institute.  The  Institue  on 
Canadian/American  relations  established  by  the  Montana  State  University,  Depart- 
ment of  Political  Science,  will  assist  in  the  development  of  business  contracts 
with  Canadian  Provinces  and  the  identification  of  barriers  to  trade  with  Canada. 
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IX 

BUSINESS  AND  COMMUNITY 
STATISTICAL  SERVICES 

Economic  Development  Issue:  The  availability  of  accurate  statistical  information 
from  census  data,  demographic  trends,  economic  indicators  and  business  production 
measures  is  crucial  to  both  business  expansion  and  local  government  management. 
In  the  business  area  rapid  access  to  such  information  can  often  make  the  difference 
on  whether  or  not  to  expand  in  a  particular  community.  For  local  governments,  rapid 
access  to  such  information  can  make  the  difference  in  qualifying  and  competing  for 
federal  programs,  as  well  as  provide  a  base  for  local  officials  and  community 
leaders  to  use  in  anticipating  their  community's  development. 

Current  Policy  and  Programs:  There  is  currently  one  economic  research  position  in 
the  Department  of  Commerce  and  a  three-person  demographic  research  unit  in  the 
Department  of  Administration  as  well  as  miscellaneous  economists  in  other  depart- 
ments. There  are  informal  attempts  to  coordinate  research  between  departments,  but 
no  formal  system.  The  Department  of  Administration  program  provides  census  data 
as  requested  by  local  governments  and  business.  This  requires  analysis  of  census 
data  obtained  from  the  Federal  Census  and  Economic  Information  Center  and  manipulation 
of  data  or  computer  tape  files  to  provide  the  data  to  the  user  as  requested.  The 
research  portion  of  the  Department  of  Commerce  responds  to  requests  from  business 
by  providing  analysis  of  both  economic  and  demographic  data. 

Build  Montana  Recommendation:  The  economic  and  demographic  analysis  function  in 
the  Department  of  Administration  should  be  transferred  to  the  Department  of  Commerce 
and  combined  with  the  existing  business  statistical  service  at  Commerce.  One  of 
the  positions  should  be  designated  "State  Economist"  and  given  the  responsibility 
to  coordinate  the  economic  research  activities  of  economists  in  our  state 
departments  and  the  responsibility  of  coordinating  liaison  with  the  University 
system.  Special  efforts  will  be  made  to  coordinate  with  the  state  and  federal 
agencies  that  already  develop  agricultural  and  business  statistics. 

The  new  unit  at  the  Department  of  Commerce  (in  cooperation  with  the  university 
system  Economic  Reporting  and  Forecasting  System)  would  provide  basic  economic  data 
for  departments  and  state  employees,  the  Governor's  Council  on  the  Economy  and  the 
business  community. 
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X 
MONTANA  ECONOMIC  REPORTING  AND  FORECASTING  SYSTEM 

Economic  Development  Issue:  Timely,  consistent  and  comprehensive  information 
on  Montana's  economy  is  necessary  for  the  public  and  private  sectors.  Timely 
and  adequate  data  and  forecasts  will  help  both  private  and  public  officials  who 
need  continuous  assessments  of  the  economy's  performance  and  outlook.   In 
addition,  closer  cooperation  between  the  University  system  and  state  government 
employees  could  help  raise  the  level  of  economic  analysis  in  the  state. 

Current  Policy  and  Programs:  Although  the  Bureau  of  Business  and  Economic 

Research,  (BBER)  the  school  of  business,  and  the  economic  deoartments  of  the  university 

system  as  well  as  state  agencies  all  develop  meaningful  economic  statistics,  analyze 

this  data  and  provide  periodic  public  reports,  there  is  no  systematic  effort 

to  coordinate  these  activities.  No  broad-based  or  professional  economic  analysis 

is  now  provided  to  state  decision-makers  on  a  regular,  formalized  basis.  Very 

little  current  state  and  regional  economic  data,  and  no  short-term  projections  of 

economic  activity  are   available  on  a  regular  basis. 

Build  Montana  Recommendation:  There  are  three  recommendations  for  improving  economic 
reporting  and  analysis. 

1.  A  committee  of  university  and  state  economists  should  be  created  to 
coordinate  state  economic  research  and  analysis. 

2.  The  committee  would  supervise  the  development  of  a  Montana  Economic 
Forecasting  and  Reporting  System  to  better  coordinate  the  dissemination 
of  information  to  the  business  and  government  sector. 

3.  The  committee  would  provide  quarterly  briefings  to  the  cabinet  and 
legislative  leaders  on  economic  conditions  and  forecasts. 

These  programs  complement  the  activities  of  the  proposed  State  Business  and 
Community  Statistical  Service  and  the  current  work  of  the  Bureau  of  Business  and 
Economic  Analysis.  The  Committee  would  include  economists  specializing  in  over- 
all analysis  of  the  Montana  economy  plus  economists  engaged  in  agricultural, 
forest  industries,  and  mineral  economics  research. 

The  Bureau  of  Business  and  Economic  Research  would  take  the  lead  in  preparing 
economic  forecasts  and  analyses,  and  in  arranging  economic  briefings.  Because 
it  is  an  organized  research  unit  with  full-time  researchers,  Bureau  personnel  could 
provide  continuity  for  long-term  projects  and,  usually,  quicker  response  to  other 
requests  than  can  teaching  faculty.  No  extra  compensation  except  travel  would  be 
paid  to  any  University  System  or  state  economist  for  his  or  her  services  on  the 
Economic  Advisory  Committee  or  in  the  development  of  the  data  system.  The  System 
would  be  designed  in  the  BBER,  University  of  Montana,  in  consultation  with  the 
Economic  Advisory  Committee  and  other  University  System  economists.   It  would 
provide  current  state  and  local  data  and  future  projections  useful  to  state  and 
local  governments  and  the  private  sector.  For  state  government,  the  system  would 
provide  timely  and  useful  information  for  decision-makers  monitoring  the  state 
of  the  economy;  agencies  and  groups  concerned  with  economic  development;  legislators 
and  legislative  committees;  individuals  engaged  in  revenue  orojections;  and 
iHjiMicles  providing  social  services.   The  county  data  would  be  useful  for  local 
governments.   In  addition,  the  system  would  provide  a  valuable  framework  for 
planning  and  development  in  the  private  sector. 

32 


Using  a  standard  national  forecast  (which  is  currently  purchased  from  a  national 
firm)  as  the  framework,  and  working  with  the  appropriate  state  agencies,  quarterly 
forecasts  of  personal  income,  employment,  and  unemployment  in  Montana  for  a 
three-year  period  would  be  prepared.  The  forecasts  would  be  comparable  to  the 
historic  data  now  available.  They  would  include  the  major  components  of  personal 
income  by  source  (i.e.  wages  and  salaries,  property  income  and  transfer  payments), 
employment  by  major  industry  groups,  and  unemployment. 

The  Bureau  of  Business  and  Economic  Research  currently  has  an  established  and 
reputable  survey  research  program.  By  expanding  these  activities,  it  could 
significantly  increase  the  amount  of  current  and  up-to-date  information  available 
about  Montana's  population;  examples  include  household  size,  household  characteristics, 
household  income  distribution,  age  distribution,  and  length  of  residence.  Currently, 
much  of  this  information  is  available  only  ewery   ten  years  from  the  Decennial 
Censuses. 

In  addition  to  current  estimates,  forecasts  of  household  income  distribution 
would  be  prepared.  These  forecasts  (i.e.,  the  number  of  households  in  various 
income  size  groups)  would  make  possible  estimates  such  as  the  number  of  households 
below  national  poverty  levels,  as  well  as  other  data  useful  as  indicators  of  demand 
for  social  welfare  programs. 

Forecasts  by  quarter  would  be  prepared  for  a  three-year  projection  period.  This 

means  that  forecasts  released  in  the  spring  preceding  a  legislative  session  would 

extend  through  the  next  biennium.  Revisions  would  be  made  semi-annually  as  new 
information  becomes  available. 

During  the  first  two  years,  only  statewide  forecasts  would  be  available.  The  goal 
would  be  to  eventually  develop  local  area  (county  and/or  regional)  forecasting 
procedures.   In  the  meantime,  the  proposed  system  would  provide  more  current  local 
data  than  has  ever  been  available  before.  For  example,  regional  household  income 
distribution  estimates  would  be  available  on  a  current  basis,  in  conjunction  with 
the  state  estimates,  from  Bureau  survey  activities.  Quarterly  estimates  of 
total  and  per  capita  personal  income  and  population  could  be  prepared  with 
approximately  an  eight-month  time  lag  rather  than  the  two-year  delay  which 
occurs  with  U.S.  Department  of  Commerce  estimates. 
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XI 
BUSINESS  LOCATION  PROMOTION 

Economic  Development  Issue:  There  are  two  ways  the  State  of  Montana  can  increase 
its  primary  production  and  employment  levels:  (1)  through  expansion  and  creation 
of  Montana  businesses  from  the  entrepreneural ,  financial  and  resource  base  which 
currently  exists  in  Montana  and;  (2)  by  attracting  new  or  expanding  businesses 
from  outside  of  Montana  to  locate  within  the  state.  Opportunities  exist  to  increase 
both  development  from  within  and  outside  of  Montana.  The  state  can  undertake 
positive  public  relations  steps  to  accomplish  a  positive  climate  perception  with 
business  leaders  outside  of  Montana. 

Few  new  or  expanding  firms  consider  Montana  as  a  potential  location.  This  is  not 
necessarily  because  Montana  has  a  negative  image  as  a  potential  location  or  is 
ill  suited;  rather,  it  is  because  Montana  has  no  image...  it  is  simply  not  part  of 
the  decision-making  array  of  location  options.  A  majority  of  other  states  aggressively 
pursue  new  businesses  by  marketing  themselves  as  a  likely  location  and  trumpeting 
their  individual  strengths.  The  State  of  Montana  has  never  pursued  a  pro- 
active business  location  program.  Past  activities  has  been  limited  to  responding 
to  businesses  that  have  initiated  contact  on  their  own  volition. 

Current  Policy  and  Programs:  Montana  recruits  on  a  limited  basis  through 
personalized  follow-up  to  businesses  that  have  inquired  about  potential  locations 
in  the  state.  The  state  responds  to  all  requests  for  economic  data,  labor  statistics, 
financial,  tax  and  transportation  information.  Site  location  services  are  provided 
as  are  limited  technical  assistance  programs.  Current  technical  assistance  program 
funding  is  federal  and  will  end  this  current  fiscal  year. 

The  state  publishes  a  comprehensive  Business  and  Industrial  Location  Guide  which  is 
distributed  free  of  charge  to  interested  businesses.  As  needed,  the  Governor  and 
Director  of  the  Department  of  Commerce  travel  to  recruit  strong  prospects. 

Currently,  a  slide  presentation  and  video  program  is  being  developed  for  use  outside 
of  Montana  in  personalized  recruitment. 

Build  Montana  Recommendation:  There  will  be  three  parts  to  our  business  location 
strategy:  (1)  A  modest  well-targeted  business  advertising  program  and  publication 
of  the  location  brochures;  (2)  A  capacity  to  respond  professionally  to  inquiries; 
(3)  The  privately-financed  Montana  Ambassadors  program.  Montana  would  initiate  a 
modest,  well-targeted  business  location  advertising,  publicity  and  exhibiting 
campaign.  The  campaign  wou Id  be  targeted  to  advertise  Montana's  strengths,  (i.e. 
relatively  low  energy  costs;  low  income  rates,  life  styles,  etc.). 

Specifically,  advertisements  would  be  placed  in  business,  industrial  development  and 
trade  magazines  together  with  business  newspapers.  Free  publicity  in  the  form  of 
feature  articles  would  be  aggressively  pursued  in  business  publications  and  news- 
papers. The  state  would  exhibit  at  three  (3)  national  industrial  exhibits. 

When  business  location  inquiries  are   received,  we  would  be  prepared  to  provide 
information  on  the  specific  business  assistance  programs  being  developed  under 
other  portions  of  the  Build  Montana  program,  such  as  the  development  finance  programs, 
labor  training  funds,  management  assistance  programs,  etc. 
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The  state  Business  Location  Program  would  be  complemented  and  strengthened  by 
a  privately  financed  "Montana  Ambassador"  group  to  sponsor  out-of-state  re- 
cruitment trips  and  in-state  tours  for  prospects.  The  Ambassador  group  would 
consist  of  business,  labor  and  university  representatives  and  would  provide  a 
perspective  that  public  officials  cannot  provide.  Statistically,  very  few 
businesses  actually  relocate  or  expand  in  geographic  areas  distant  from  their 
existing  locations.  Nevertheless,  a  modest  program  of  recruitment  is  an 
essential  part  of  a  well-rounded  business  development  program. 

Knowledge  on  the  part  of  business  location  decision-makers  of  the  real  and 
tangible  benefits  of  a  Montana  business  location  is  one  way  to  create  new  jobs 
in  the  state.  If  Montana  expects  to  compete  for  new  businesses,  it  must  have 
both  a  presence  in  the  marketplace  and  a  professional  research  unit  to  back  it 
up.  Furthermore,  to  the  degree  that  there  is  a  perception  both  in  and  out-of- 
state  that  Montana  has  a  poor  business  climate,  a  creative  positive  marketing 
program  combined  with  an  in-state  publicity  program  would  do  much  to  dispel 
this  perception. 

Only  about  seven  percent  of  all  national  manufacturing  plants  had  tentative 
plans  to  expand  or  relocate  last  year  and  less  than  15%  of  these  plans  materialized. 
Last  year  -  nationwide  -  only  about  2000  firms  built  new  plants.  Competition  among 
the  states  for  a  "piece  of  the  action"  is  fierce.  One  business  writer  calls  this 
struggle  the  new  "War  Between  the  States."  Montana  is  competing,  but  on  a  smaller, 
more  reasonable  scale.  Many  states  are  spending  millions  of  dollars  each  year  in 
expensive,  Madison  Avenue-type  advertising  and  promotion.  North  Carolina  bought  its 
third  jet  helicopter  for  $1.4  million  to  ferry  business  prospects  around  the  state. 
We  would  nevtr   be  able  to  compete  in  these  hiqh-exoendi ture  battles-nor  should  we 
The  payoff  is  just  not  there.  Our  approach  should  be  reasonable,  cost  efficient 
and  personalized,  but  even  a  modest  effort  costs  money. 
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XII 
TOURISM  PROMOTION 

Economic  Development  Issues:  Travel  and  tourism  expenditures  in  Montana  are 
estimated  to  have  topped  $1  billion  in  1980.  Employment  attributed  to  these 
expenditures  was  20,000  FTE's.  Over  the  past  decade  tourism  has  grown  in  Montana 
despite  transportation  cost  increases,  inflation  and,  of  late,  a  recessed  economy. 

Positive  market  research  reveals  that  Montana  can  clearly  attract  more  visitors 
both  summer  and  winter,  and  that  growth  potential  can  be  stimulated  by  proper 
promotion  of  the  state.   Increased  visitation  and  resultant  expenditures  helps 
insure  the  maintenance  and  enhancement  of  employment  levels  in  the  travel  industry 
and  stimulates  demand  for  capital  investments. 

Tourism  plays  an  integral  part  in  maintaining  airline,  train  and  bus  transportation 
service  in  Montana.  Alone  it  could  not  support  current  service  levels;  however, 
together  with  business  travel  and  personal  travel  by  Montanans  it  provides  the 
margin  of  passengers  which  makes  these  transportation  services  profitable. 

Montana  currently  ranks  46th  in  the  nation  in  its  dollar  commitment  to  tourism 
promotion  and  spends  only  half  as  much  as  South  Dakota,  Wyoming  or  Alberta.  The 
travel  industry  is  largely  owned  and  operated  by  Montanans  and  provides  important 
diversity  for  the  Montana  economy. 

Tourism  is  a  clean  and  renewable  industry  with  excellent  long  range  growth  potential. 

Current  Policy  and  Programs:  The  state  currently  spends  about  $700,000  annually 
on  tourism  promotion,  an  amount  unchanged  since  1975.  The  private  sector  contributes 
over  $100,000  in  joint  promotional  campaiqns.  Promotion  is  limited  to  regional 
media.  Tourism  promotion  publications  are  mailed  to  inquiries  resulting  from  ad- 
vertising. New  cooperative  programs  have  been  developed  with  the  travel  industry 
in  summer  markets,  group'  travel  markets,  snowmobiling  and  nordicand  alpine, 
skiing. 

The  state  tourism  promotion  effort  is  managed  under  the  guidance  of  a  five-year 
marketing  plan  and  advice  of  the  Tourism  Advisory  Council. 

Significant  opDortunities  exist  for  future  increased  visitation  e.g.,  the  upcoming 
centennial  celebrations  of  several  western  states. 

Build  Montana  Recommendation:  State  support  for  tourism  promotion  should  be  sub- 
stantially increased.  The  program  would  include  overall  expansion  and  upgrading 
of  both  summer  and  winter  travel  promotion  campaigns.  Cooperative  programs  with 
the  private  sector, including  advertising,  exhibiting,  publishing  and  publicity, 
would  be  increased  to  a  level  of  $700,000  in  private  contributions  for  the  biennium. 

Specifically,  the  amount  of  paid  advertising  would  be  quadrupled.  Target  markets 
would  be  expanded  into  the  southwest  and  mid-American  regions.  The  size  and  frequency 
of  magazine  advertising  during  the  spring  would  be  significantly  increased.  In 
prime  markets,  particularly  in  Canada,  television  advertising  would  be  implemented 
together  with  outdoor  and  radio  advertising  to  raise  awareness  of  Montana  as  a 
vacation  destination  and  to  give  details  on  how  and  where  to  vacation  in  Montana. 
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Winter  vacation  advertising  would  be  doubled  in  cooperation  with  ski  areas,  snow- 
mobilers  and  airlines.  Specifically,  magazine  advertising  would  be  increased,  T.V. 
advertising  would  be  initiated  in  target  markets  and  newspaper  specials  would  be 
advertised  (e.g.  low  rates  to  Montana  on  x  airline  for  skiing). 

Publications  which  are  promotional  in  nature  but  currently  printed  on  newsprint 
in  one  color  would  be  upgraded  to  full  color  and  paper  stock  would  be  upgraded. 
Quantities  of  publications  would  be  increased  to  meet  anticipated  demand  from 
expanded  advertising  efforts. 

Consumer  travel  exhibiting  would  be  expanded  and  coordinated  with  both  summer 

and  winter  advertising  campaigns.  All  exhibiting  would  be  done  cooperatively  with 

the  private  sector.  There  would  be  an  additional  nine  travel  exhibits  attended. 

Efforts  to  get  "free"  publicity  through  magazine  and  newspaper  feature  articles 
would  be  greatly  expanded  and  travel  publicity  on  network  and  cable  television 
would  be  aggressively  pursued. 

Advertising  for  group  travel  (bus  tours)  would  be  increased  and  a  package  tour 
guide  would  be  published.  The  current  group-travel  direct-marketing  program  would 
be  expanded  to  100  brokers  from  the  current  50  brokers. 

Advertising  for  motion  picture  and  T.V.  commercial  locations  would  double  and 
video  filming  and  playback  equipment  would  be  purchased  for  use  throughout  Travel, 
Business,  Motion  Picture  and  T.V.  commercial  promotional  campaigns. 
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XIII 

COMMUNITY  DEVELOPMENT  TECHNICAL  ASSISTANCE 
AND  INFRASTRUCTURE  STUDY 

Economic  Development  Issue:  Montana  communities  are  growing  old.  Local  govern- 
ments all  across  the  state  are  suffering  from  a  lack  of  ongoing  investment  in 
public  facilities.  As  a  result,  the  state's  stock  of  lo<~al  roads,  water/sewer 
systems,  public  buildings,  airports,  firehal Is,  referred  to  as  "infrastructure"  have 
fallen  into  a  state  of  disrepair  and/or  are  simply  no  longer  sufficient  to  meet 
current  demands.  Today,  local  governments  are  having  to  rut  bark  to  meet  their 
operating  budgets,  let  alone  investing  in  capital  expenditures.  Yet,  these 
services  are  basic  to  a  community's  ability  to  support  its  local  business  sector 
and  be  attractive  for  expansion  and  growth.  At  the  same  time  these  needs 
are  emerging  and  demanding  attention,  local  governments  are  suffering  cutbacks 
in  federal  funds  and  loss  of  taxable  valuation.  Strategic  fiscal  planning  and 
capital  improvement  budgeting  will  be  crucial  to  the  ability  of  communities  to 
meet  this  challenge.  There  is  currently  inadequate  information  on  the  infra- 
structure needs  of  local  governments. 

Current  Policy  and  Programs:  There  are  currently  four  programs  that  are  beginning  to 
identify  and/or  finance  the  infrastructure  needs  of  local  governments. 

1.  The  Department  of  Commerce  has  taken  over  administration  of  the  federal  "Small 
Cities"  Community  Development  Block  Grant  Program  (CDBG).  Under  the  state's 
guidelines,  local  governments  compete  for  up  to  $400,000/year  to  undertake 
projects  in  three  areas:  public  works,  housing  and  economic  development. 
Total  funding  for  the  program  each  year  is  $6.1  million.  The  first  cycle  of 
awards  have  been  made  to  13  communities.  Another  35  local  governments  applied. 
The  application  process  has  identified  that  there  is  a  great  and  growing 
problem  of  financing  local  infrastructure. 

2.  The  Montana  Department  of  Natural  Resources  and  Conservation  has  two  water 
infrastructure  funding  programs: 

1)  Water  Development  Loan  and  Grant  Program,  has  $1.6  million  available 
to  public  and/or  private  applicants  for  loans  or  grants;  and 

2)  Renewable  Resources  Development  Program,  has  $640,000  available  for 
public  applicants  only,  for  loans  or  grants. 

Both  programs  use  coal  severance  tax  revenues  to  finance  improvements  and 
all  applications  are  subject  to  legislative  approval. 

The  1983  Legislature  will  review  a  total  of  80  applications  totalling  $27 
million.  Out  of  these,  approximately  30  were  municipal  applicants  requesting 
$6.9  million  for  water  or  sewer  projects.  There  were  also  10  rural  water  system 
requests  totalling  $4.7  million.  The  application  process  has  begun  to  identify 
the  water  and  sewer  infrastructure  needs  of  local  governments. 

3.  The  Department  of  Commerce  has  just  begun  to  participate  in  a  study  of  infra- 
structure needs  in  cooperation  with  the  University  of  Colorado's  Graduate 
School  of  Public  Affairs.  The  Montana  study  is  part  of  a  national  effort 
including  university  case  studies  by  Indiana  University,  the  University  of 
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Texas,  Rutgers  of  New  Jersey  and  the  University  of  Colorado.  Support  for 
this  effort  comes  from  the  Joint  Economic  Committee  of  the  Congress,  the 
Ford,  Piton  and  Gate  Foundations.  The  study  will  project  basic  state  and 
local  infrastructure  needs  through  the  year  2000  and  funding  constraints 
related  to  these  needs.  This  survey  will  help  begin  a  systematic  study  of 
local  infrastructure  needs. 

4.  The  Department  of  Commerce  currently  has  a  staff  of  two  available  to  provide 
technical  assistance  to  communities.  Special  attention  has  been  focused  on 
the  energy  impact  areas  of  Eastern  Montana  as  these  communities  are  most 
immediately  facing  rapid  growth  and  therefore  rapid  expansion  of  demand  for 
local  government  services.  The  staff  is  working  with  other  state  and  federal 
agencies  involved  in  water  and  sewer  project  financing  to  sponsor  several 
workshops  and  coordination  of  state  assistance  in  these  key  areas.  Other 
infrastructure  needs  at  the  local  level  are  not  well-known.  There  is  a 
limit  to  what  two  persons  can  accomplish  with  both  the  geographic  area  and 
subject  matter  they  can  effectively  cover. 

5.  The  Department  of  Health  and  Environmental  Sciences  administers  the  Waste 
Water  Construction  Grant  Program,  an  EPA  pass-through  program,  which  may  be 
used  to  finance  community  sewage  systems.  The  program  includes  an  allocation 

to  the  state  to  provide  75-85%  grants  for  the  planning,  design,  and  construction 
phases  of  local  sewage  programs.   In  fiscal  year  1982,  Health  was  able  to  fund 
3  out  of  121  proposed  community  projects.  For  fiscal  year  1983,  Health  may 
fund  11-15  out  of  83  proposed  community  projects.  The  tentative  federal 
allocations  for  the  next  four  years  will  be  about  $11.8  million  for  each  year. 
The  state  received  $11.8  million  for  fiscal  1982  and  11.9  million  for  fiscal 
1983.  Requirements  for  local  participation  will  be  increasing  incrementally 
from  25%  loca,  now,  to  45%  local,  during  the  next  four  years.    For  '82  and 
'83  the  program  will  retain  the  75%  match.  The  application  process  has 
identified  and  ranked  the  severity  of  need  for  new  or  expanded  local  waste- 
water projects. 

6.  The  Montana  Coal  Board  administers  the  Local  Impact  Assistance  Program  which 
provides  grants  for  local  government  services  that  must  be  expanded  as  a 
direct  result  of  coal  development.   Funds  for  this  program  originate  from 
8.75%  of  the  coal  severance  tax.  Local  Impact  Grants  can  be  used  only  by 
coal  impact  communities  or  potential  impact  communities  to  finance  most  types 
of  infrastructure  expansion  or  new  construction  (sewer  and  water  systems, 
public  buildings,  etc.)  necessitated  by  coal  development. 

The  Coal  Board  provides  funds  for  capital  equipment,  water  and  sewer  systems, 
law  enforcement  and  other  community  facilities.  Total  program  funding  for 
fiscal  year  1983  is  projected  to  be  $7.5  million.  This  program  was  appropriated 
$6  million  in  1981  and  $9  million  in  1980.  The  application  process  identifies 
immediate  impact-related  needs  and  attempts  to  project  future  needs  for  infra- 
structure improvements. 

Build  Montana  Recommendations:  A  comprehensive  study  of  the  infrastructure  needs 
of  Montana  municipalities,  counties  and  school  districts  should  be  authorized 
along  with  two  professional  staff  to  conduct  the  study  and  provide  technical 
assistance  to  local  governments  regarding  alternatives  for  financing  infrastructure 
improvements.  The  study  would  catalogue  the  short  and  long  term  need  for  water/ 
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sewer  improvements,  public  buildings,  roads  and  other  public  facilities.  The 
study  and  technical  assistance  should  emphasize  the  relationship  between  economic 
growth  and  economic  development.  Computer  programs  should  be  developed  by  the 
department  to  assist  communities  with  fiscal  projections  for  capital  budgets. 
The  project  would  assist  local  governments  assess  and  meet  their  own  infra- 
structure needs  and  at  the  same  time  develop  a  statewide  inventory  so  that  the 
1985  Legislature  could  review  the  magnitude  of  the  infrastructure  problems  of 
local  governments.  Capital  improvement  budgeting  has  traditionally  been  a 
problem  area  for  local  officals.  Targeting  state  assistance  now  to  help  with 
this  aspect  of  local  government  services  would  help  ensure  that  Montana  taxpayers 
get  the  best,  lowest  cost  facilities  and  that  adequate  information  would  be  available 
for  state  and  local  officials. 
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XIV 
ECONOMIC  AND  COMMUNITY  DEVELOPMENT  DIVISION  SUPPORT 

Economic  Development  Issue:  Effective  coordination  of  the  state's  efforts 
in  economic  development  is  crucial  to  maximizing  the  benefits  to  the  state 
of  this  comprehensive  array  of  programs.  Similarly,  being  able  to  provide 
support  service  to  the  Division  in  an  effective  manner  is  necessary  to 
program  effectiveness.  Leadership  and  administrative  support  must  be  a 
central  ingredient  to  the  Department's  overall  economic  development  approach. 

Current  Policy  and  Program:  Currently,  the  Division  of  Community  and  Economic 
Development  encompasses  all  of  the  programs  in  travel  promotion,  business 
location  promotion,  Montana  product  promotion,  small  business  assistance, 
licensing  center,  local  development  corporation  support,  low  income  housing 
support,  Coal  Board,  Hard  Rock  Board,  Community  Development  Assistance  and  the 
"Small  Cities"  federal  block  grant  program.  Effective  coordination  of  all 
these  programs  is  done  in  part  by  the  Bureau  Chiefs,  but  more  importantly 
at  the  level  of  the  Division  Administrator.   In  addition,  secretarial  support 
services  for  all  these  programs  is  handled  centrally  to  provide  for  the  most 
efficient  use  of  resources.  Current  staff  to  accomplish  these  tasks  include 
the  Division  Administrator,  policy  development  and  coordinator  position,  and 
administrative  secretary.  The  Division  Administrator's  office  also  coordinates 
division  programs  with  other  appropriate  state  agencies;  creates  an  awareness 
and  understanding  of  economic  development  programs  throughout  the  state  and 
provide  policy  coordination  with  federal  and  local  government  agencies  and 
business  trade  associations. 

Build  Montana  Recommendation:  The  Division  Administrator's  office  would  be 
responsible  for  implementing  most  of  the  programs  proposed  in  the  "Build  Montana' 
program.  The  Administrator's  office  needs  adequate  funding  and  staff  to  super- 
vise the  broad  range  of  services  that  would  be  provided  by  the  division.  One 
additional  secretary  position  would  be  requested. 
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XV 
STATE  FUNDED  LABOR  TRAINING  PROGRAM 

Economic  Development  Issues:  A  trained  labor  force  is  a  vital  elnment  in  the  Build 
Montana  economic  development  package.  Private  employers  consider  the  availability 
of  skilled  workers  to  be  a  primary  factor  in  decidinq  to  onen  a  new  business, 
expand  an  existing  one,  or  to  relocate  in  a  new  area.  The  diversification  of 
Montana's  economy  requires  a  shift  in  the  skills  and  abilities  needed  by  the  labor 
force.  A  lack  of  state  resources  for  job  training  has  limited  Montana's  flexibility 
to  meet  employer  needs  and  to  serve  trainees  who  do  not  meet  federally-mandated 
eligibility  requirements. 

Montana  is  one  of  16  states  without  a  state-funded  job  traininn  program.  All  job 
training  programs  operated  by  the  Department  of  Labor  and  the  Private  Industry  Council 
are  Federally  funded  and  must  comply  with  restrictive  guidelines,  criteria,  and  pro- 
cedures required  by  the  Federal  government.   It  is  difficult  to  use  these  funds  to 
train  workers  for  new  or  expanding  businesses.  The  university  system,  community 
colleges  and  vocational/technical  centers  do  not  have  a  coordinated  approach  to 
providing  job  training  for  Montana  businesses. 

A  state- funded  approach  to  job  training  is  required  if  employers  are  going  to  receive 
the  prompt  and  specific  training  assistance  they  need.  State  training  funds  will  be 
used  for  short-term  employer-directed  curriculum  training  programs  which  end  in  jobs 
for  the  unemployed. 

Montana  is  suffering  from  the  highest  unemployment  rate  in  49  years,  due  to  the 
continuing  economic  recession.  There  were  35,600  "officially"  unemployed  persons  in 
November  of  1982,  representing  a  9.2  percent  unemployment  rate.  This  compares  to 
unemployment  rates  of  5.7  percent  and  5.2  percent  in  the  months  of  October  in  1981 
and  1980.  Rates  of  unemployed  workers  do  not  include  those  workers  who  have  become 
discouraged  and  are  no  longer  seeking  work.  The  severity  of  unemployment  rates 
indicate  a  continuing  worsening  of  the  employment  picture  in  Montana.  Eleven  hardest- 
hit  counties  in  the  state  are  experiencing  unemployment  rates  in  excess  of  10   per- 
cent. Contributing  to  the  severe  labor  market  are  the  loss  of  jobs  in  the  higher- 
paying  industries  in  Montana.  Jobs  lost  in  the  last  1?  months  were  as  follows: 
2400  in  mining,  2300  in  manufacturing,  1500  in  construction,  and  4000  in  government. 

Many  of  these  workers  lost  their  jobs  due  to  closures  of  the  businesses  and  plants 
where  they  had  worked.  Plant  closures  produce  a  different  stratum  of  the  unemployed 
population.  Often,  displaced  workers  are  older  (average  age  of  40-44  of  ARC0 
workers  who  lost  their  jobs  in  1930  in  Anaconda,  Butte,  and  Great  Falls),  have  had 
continuous  work  history  of  15  or  more  years,  and  are  accustomed  to  earning  high 
wages.  The  average  wage  of  800  of  the  1400  workers  displaced  by  the  smelter  closures 
was  $20,753.  Retraining  issues  center  on  finding  new  and  appropriate  occupational 
training  choices  for  such  a  population. 

Current  Policy  and  Programs:  Employer-specific  training  has  been  successfully 
provided  in  past  years  through  one-tine-only  monies  from  the  federal  government. 
Private  employers  were  integrally  involved  in  these  programs  and  the  high  rates  of 
employment  of  program  graduates  demonstrated  that  both  trainees  and  employers  were 
extremely  satisfied  with  the  results.  Program  examples  include  the  Pre-employment 
model  and  the  Skill  Training  Improvement  Program  (STIP)  model.  An  85%  jo'b  placement  rate 
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was  achieved  through  the  STIP  model  and  job  placement  rates  of  uo  to  100%  were 
achieved  through  the  Pre-employment  model.  Both  programs  credited  employer  selection 
of  trainees  and  training  curricula  as  the  most  important  factors  leading  to  success. 
Currently,  federal  funding  and  eligibility  restrictions  do  not  allow  the  employer- 
directed  approaches  to  be  included  in  the  job  training  components  now  offered  by  the 
Department  of  Labor  and  Industry. 

The  Montana  Department  of  Labor  and  Industry  has  funded  a  statewide  CETA  program 
for  displaced  workers,  primarily  in  Western  Montana,  who  have  lost  employment  due 
to  cyclical  factors  in  the  economy.  The  purpose  of  this  program  has  been  to  guide 
unemployed  workers  away  from  industries  which  offer  little  job  security  or  advance- 
ment and  toward  jobs  offering  growth  potential  and  career  security.  Coordinators 
in  Libby,  Missoula,  Butte  and  Great  Falls  provide  skill  assessment,  counseling, 
labor  market  information,  interviewing  techniques,  resume  development,  job  place- 
ment, on-the-job  training,  and  relocation  assistance  to  workers  displaced  by  plant 
closures  and  massive  layoffs.  Approximately  70%  of  those  workers  served  have 
obtained  employment.  Wages  earned  by  those  workers  in  new  jobs  average  approximately 
$6.25  per  hour. 

Build  Montana  Recommendation:  A  state-funded  labor  training  program  should  be 
established  in  the  Department  of  Labor.  The  state  job  training  assistance  for 
Montana  businesses  woulci  be  administered  by  existing  staff  of  the  Department  and  one 
additional  position  that  will  be  created  to  administer  the  program.  Training  would 
be  divided  among  the  programs  to  serve  new  and  expanding  businesses  as  well  as  those 
facing  economic  decline.  These  state  funds  would  be  multiplied  by  the  supplementation 
of  federal  Job  Training  Partnership  Act  funds.  Employers  need  the  flexibility  of 
state  training  funds  to  meet  their  requirements  for  skilled  workers.  Two  approaches 
to  assisting  employers  would  be  added  through  this  state-funded  program  to  the  mix  of 
training  components  currently  funded  by  the  federal  Department  of  LaDor. 

Employers  planning  to  expand  or  relocate  in  Montana  would  receive  assistance  through 
employer-directed  training  programs.  Existing  training  programs  prepare  graduates 
for  a  range  of  jobs  and  often  are  insufficient  in  meeting  the  specific  skill  demands 
of  individual  employers.  Montana  is  one  of  a  minority  of  states  that  has  chosen  to 
rely  solely  on  fecieral  funds  for  employment  and  training  programs.  This  dependence 
on  federal  funds  has  severely  limited  Montana's  flexibility  to  serve  employers.  The 
commitment  of  state  funds  for  employment  and  training  programs  would  add  an  important 
component  to  the  current  training  available.  Employer  satisfaction  would  be  the  bottom 
line  for  this  program. 

Businesses  facing  an  economic  decline  often  lack  the  resources  needed  to  assist  their 
long-term  workers  who  suddenly  face  a  major  job  change  and  who  require  re-training 
for  new  occupations.  A  new  change  in  federal  legislation  requires  state  or  private 
funds  to  be  used  as  a  50:50  match  for  certain  job  training  funds.  State  funds  to 
assist,  retrain,  and  relocate  workers  unemployed  through  layoffs  and  business 
closures  would  be  doubled  by  federal  Job  Training  Partnership  Act  funds.  A  state- 
employer  approach  to  easing  this  painful  transition  for  workers  would  be  provided 
by  this  program. 

Assistance  to  employers  in  new  and  expanding  businesses  would  be  provided  through  a 
contract  process  to  train  workers  for  jobs  with  specific  employers.  The  avail- 
ability of  this  training  would  be  used  as  an  inducement  to  encourage  business  expan- 
sion and  in-migration  to  Montana.  Existing  training  institutions,  school  districts, 
organized  labor,  and  employers  would  be  considered  for  training  contracts  under  this 
program.  Occupational  training  would  be  focused  on  those  jobs  which  provide  growth 
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potential  and  security.  Wages  for  trained  occupations  would  average  at  least 
$5.50  per  hour.  State  funds  would  be  multiplied  by  the  supplementation  of  federal 
Job  Training  Partnership  Act  funding  of  trainees  who  meet  federal  eligibility 
requirements.  State  funding  would  increase  employer  flexibility  in  trainee  selection 
by  eliminating  the  need  for  all  trainees  to  meet  federal  restrictions. 

Oversight  committees  of  representatives  from  emoloyers,  workers,  and  Job  Service 
would  be  established  to  select  and  review  each  training  curriculum  to  ensure  that 
trainees  would  gain  the  needed  skills  to  perform  the  jobs  needed  by  the  employers. 
Employer  contributions  to  training  programs  established  by  state  funding  would  include: 
selection  of  trainees;  development  of  training  curricula;  assistance  in  the  obtaining 
of  instructors,  equipment  and  plant  sites  where  training  can  be  conducted;  participation 
in  job  development;  unsubsidized  employment  for  program  graduates;  and  encouragement 
to  provide  additional  monies  from  the  private  sector  to  supplement  state  funding. 
On-the-job  training  positions  funded  by  the  federal  Job  Training  Partnership  Act  would 
be  used  when  appropriate  to  assist  employers  in  the  hiring  of  program  graduates. 

Employers  facing  economic  decline  as  well  as  their  workers  would  receive  assistance 
through  state  funds  matched  with  federal  Job  Training  Partnership  Act  funds.  A 
50:50  match  of  state  or  private  funds  is  now  required  to  obtain  federal  funds  to 
assist  dislocated  workers.  This  new  program  would  include  a  team  of  state  agency 
representatives  to  respond  to  major  employee  layoffs  and  business  closures.  This 
team  would  be  ready  to  coordinate  all  efforts  by  state  agencies  to  assist  employers, 
workers,  and  communities  when  a  closure  or  major  layoff  is  announced.  The  team 
would  be  assigned  staff  assistance  from  the  Department  of  Labor  and  Industry.  Re- 
training assistance  would  be  offered  to  workers  and  would  be  focused  upon  those  persons 
who  are  older  and  face  the  greatest  barriers  in  transferring  to  other  occupations. 
Both  on-the-job  and  classroom  training  programs  would  be  provided  with  an  emphasis 
in  new  and  expanding  occupations.  Assistance  would  be  provided  to  those  workers  unable 
to  remain  in  their  communities  and  willing  to  relocate  for  employment. 
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ADVISORY  TASK  FORCES 

The  Administration  has  made  a  serious  commitment  to  consulting  with  the  private 
sector  in  developing  the  recommendations  for  the  "Economic  Development"  programs 
contained  in  this  report. 

The  committee  members  devoted  hundreds  of  voluntary  hours  to  committee  work.  The 
committee  thoughtfully  examined  the  economic  development  problems  and  opportunities 
confronting  Montanans  and  offered  many  useful  suggestions. 

We  also  worked  closely  with  the  Legislative  Joint  Subcommittee  on  Business  and 
reviewed  their  recommendations. 

Every  recommendation  in  this  report  originated  with,  and  was  reviewed  and 
recommended  by,  a  citizen  task  force. 

Not  all  suggestions  were  made  by  the  task  force  have  been  included  in  the  report, 
but  all  were  seriously  considered  by  the  Administration  in  selecting  recommendations 
for  the  Build  Montana  program. 

The  Administration  extends  its  sincerest  thanks  to  each  citizen  who  took  time 
from  their  personal  and  business  lives  to  contribute  to  "Building  Montana"  by 
serving  on  the  following  Advisory  Task  Forces: 

-  Montana  Economic  Development  Project  Steering  Committee 

-  University  Committees  on  Economic  Development 

-  Temporary  Committee  on  Development  Finance 

-  Montana  Small  Business  Council 

-  Montana  Tourism  Advisory  Council 

-  Committee  on  Business  Management  Assistance  and  Training 

-  Temporary  Committee  to  Sponsor  Creation  of  a  Committee 
on  Science  and  Technology 


47 


MONTANA  ECONOMIC  DEVELOPMENT  PROJECT  STEERING  COMMITTEE 


MEMBER 


SECTOR 


Ted  Schwinden,  Co-Chairman 
Ian  Davidson,  Co-Chairman 
Mike  Fitzgerald,  Vice  Chairman 

Gary  Buchanan,  Vice  Chairman 

Leo  Berry 

Buck  Boles 

Neil  Bucklew 

Ken  Byerly 

Lew  Chittim 

Ralph  Cox 

Frank  Daniels 

Honorable  Bob  Decker 

Fred  DeMoney 

Jerry  Driscoll 

Bruce  Ennis 

Bob  Ford 

Rick  Graetz 

Curt  Halseide 

Dale  Harris 

Chase  Hibbard 

Mark  Hungerford 
Jerry  Hudspeth 
Ed  Jasmin 

Maxine  Johnson 

Nadine  Jensen 
John  Jutila 

Eldon  Kuhns 

George  Lambros 
Land  Lindbergh 
Joe  McElwain 
Gordon  McOmber 
Harry  Mitchell 
Gareth  Moon 
Glenn  Moore 

Jim  Murry 
Ed  Nurse 
Wally  Olson 


Charles  Pedersen 
Joe  Presley 
Richard  Remington 
Bob  Reiquam 


Governor 

Chairman,  D.  A.  Davidson  &  Company 

President,  Montana  International  Trade 

Commission 
Director,  Department  of  Commerce 
Director,  Department  of  Natural  Resources 
President,  Montana  Chamber  of  Commerce 
President,  University  of  Montana 
Newspaper  Publisher  -  Lewistown 
Vice  President  of  Marketing,  Morrison-Maierle 
President,  Anaconda  Company 
Partner,  J.D.  Farms 
Lewis  &  Clark  County  Commissioner 
President,  flontana  School  of  Mines 
President,  Montana  State  AFL-CIO 
President,  Meridian  Land  &  Mineral  Company 
Manager,  Administrator  for  Champion  Packaging 
Publisher,  Montana  Magazine 
Manager,  Schnitzler  Corporation  of  Froid 
Assistant  to  the  Director,  Department  of 

Commerce 
President  and  General  Manager,  Sieben 

Livestock  Company 
President  &  C.E.O.  P.L.M. ,  Inc. 
President,  J.M. ,  Inc. 
President,  Northwestern  Bank  &  Union  Trust 

Company 
Director,  Bureau  of  Business  and  Economic 

Research 
Executive  Director,  AFSME  Council  9 
Vice  President,  Research  and  Development, 

Montana  State  University 
Chief  of  Executive  Officer,  Montana  Bank 

Systems 
Owner/Broker,  Lambros  Realty 
Lindbergh  Cattle  Company 
Chairman,  Montana  Power  Company 
Director,  Department  of  Agriculture 
President,  Ayrshire  Dairy  Farms 
Director,  Department  of  Lands 
President,  Emeritus  National  Association  of 

Wheat  Growers 
Executive  Secretary,  Montana  State  AFL-CIO 
President,  Foundation  Materials  Consultants 
Administrator,  Economic  &  Community 

Development  Division,  Department  of 

Commerce 
Chairman  and  CEO,  First  Interstate  Bank 
President,  Westmoreland  Resources 
Vice  President,  Mountain  Bell  Telephone 
Former  President,  Montana  Bankers 

Association 
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MONTANA  ECONOMIC  DEVELOPMENT  PROJECT  STEERING  COMMITTEE 


MEMBER 


John  Rice 
Buster  Schreiber 
Pete  Slaybaugh 
Tom  Staples 

Mel  Stokke 
Bi 1 1  Thompson 

Bill  Tietz 
Clayton  Tonnemaker 
Warren  Vaughan 

Gary  Wicks 
Dwight  Wiggins 


SECTOR 

Chairman,  Transystems,  Inc. 

President,  Mountain  Bank 

Executive  Vice  President,  Continental  Oil 

Vice  President,  Montana  International  Trade 

Commission 
Chairman,  Montana  Chamber  of  Commerce 
Vice  President/General  Manager  of 

Burlington  Northern 
President,  Montana  State  University 
President,  Coal  Creek  Mining  Company 
Vice  Chairman,  1st  Northwestern  National 

Bank,  Billings 
Director,  Department  of  Highways 
Manager,  Exxon  Refinery 


UNIVERSITY  COMMITTEES  ON  ECONOMIC  DEVELOPMENT 


MEMBER 

Irving  E.  Dayton,  Chairman 
Maxine  Johnson 

Bruce  Beattie 

Irving  Studebaker 
Paul  Blomgren 

Frank  Tikalsky 

Harvey  Larson 

Neil  Gil  lam 

Kenneth  Blair 

David  Gibson 

Gene  Chri stiaansen 

Robert  Hokem 
Robert  Hockett 

Kohler  Stout 
Sue  Spencer 

Carl  a  Teigen 

Vern  Griffiths 
Raymond  Murray 

John  Jutila 


SECTOR 

Commissioner  of  Higher  Education 
Director,  Bureau  of  Business  &  Economic 

Development,  University  of  Montana 
Head,  Department  of  Agriculture  Economics, 

Montana  State  University 
Professor,  Mineral  Economics,  TECH 
Dean,  School  of  Business  Administration, 

University  of  Montana 
Professor  of  Psychology,  Western  Montana 

College 
Dean,  School  of  Business,  Montana  State 

University 
Dean,  School  of  Business  &  Economics, 

Eastern  Montana  College 
Chairman,  Department  of  Business,  Northern 

Montana  College 
Assistant  Dean  of  Engineering,  Montana 

State  University 
Assistant  Superintendent  for  Vocation 

Education,  Office  of  Public  Instruction 
Academic  Dean,  Miles  Community  College 
Dean,  School  of  Technology,  Northern  Montana 

Col  lege 
Chairman,  Engineering  Division,  TECH 
Director  of  Continuing  Education  and  Summer 

Session,  University  of  Montana 
Director  of  Cooperative  Education,  Western 

Montana  College 
Director  of  Research  &  Development,  TECH 
Associate  Vice  President  for  Research  and 

Dean  of  the  Graduate  School,  University 

of  Montana 
Vice  President  for  Research,  Montana  State 

University 
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MEMBER 


TEMPORARY  COMMITTEE  ON  DEVELOPMENT  FINANCE 


SECTOR 


Buster  Schreiber,  Chairman 

Cork  Andrews 
Harvey  Bryan 
Richard  Call  en 

Paul  Caruso 
Bill  Clarke 
Susan  Cottingham 

Senator  Bruce  Crippen 

Ian  Davidson 

Dave  Drum 

Bill    Edelman 

Casey  Emerson 

Representative  Jay  Fabrega 

Mike  Fitzgerald 

Larry  Gallagher 

Gene  Hufford 

Ed  Jasmin 

Jim  Jenks 

Earl  Johnson 

Representative  Dan  Kemmis 

Robert  Kokorunda 

Dave  Krueger 

George  Lambros 
Jon  Marchi 
Gene  Marcil le 
Tom  Mather 
Blu  Middleton 
Mike  Mulroney 
Terry  Murphy 
John  Oitzinger 
D.  L.  Olsson 
Diane  Osborn 
Ken  Peres 

Dr.  Jerry  Plunkett 
Joe  Reber 
Richard  Remington 
Dick  Spalding 

Al  Thelen 

Ray  Thompson 

John  Toole 

Fritz  Tossberg 

Senator  Tom  Towe 

Mrs.  Margaret  W.  Vermillion 

Pat  Wilson 

Gary  Buchanan 


President,  Montana  Bank  and  Member  of  Board 

of  Investments 
Realtor,  Montana  West  Realty 
Co-Owner,  Bryan's  Clothinn 
Professor,  School  of  Business,  Montana 

State  University 
President,  First  Security  Bank,  Helena 
Development  Credit  Corporation  of  Montana 
Executive  Director,  Environmental 

Information  Center 
State  Senator 

Chairman,  D.  A.  Davidson  Company 
Investor 
Investor 

President,  Manager,  King  Tool,  Inc. 
State  Representative 
President,  Montana  Trade  Commission 
Consultant 

Account  Executive,  D.  A.  Davidson  Company 
President,  Northwestern  Bank,  Helena 
Member,  State  Wheat  Commission 
President,  First  Bank  of  Helena 
State  Representative 
Executive  Secretary,  Montana  State  Council 

of  Carpenters 
President,  First  Federal  Savings  and  Loan, 

Bil 1 ings 
Owner/Broker,  Lambros  Realty 
Vice  President,  D.  A.  Davidson  Company 
Director,  Community  Development  Office 
Tom  Mather  &  Associates  Realty  Company 
President,  Center  for  Innovation 
Attorney 

President,  Montana  Farmers  Union 
Attorney 

President,  Ronan  State  Bank 
Assistant  Vice  President,  First  Bank,  Billinqs 
Consulting  Economist 
Managing  Director,  MERDI 
Chairman,  Board  of  Investments 
Vice  President,  Mountain  Bell 
Assistant  Vice  President,  Merrill-Lynch, 

Billings 
City  Manager,  Billings 
Chief  Executive  Officer,  Semi -Tool 
Insurance  Agent,  Toole  and  Easter 
Member,  Board  of  Investments 
State  Senator 

Northern  Plains  Resource  Council 
Manager  of  Public  Relations  &  Governmental 

Affairs,  Thermal  Energy/Montco 
Director,  Montana  Department  of  Commerce 
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TEMPORARY  COMMITTEE  ON  DEVELOPMENT  FINANCE 


MEMBER 

Dale  Harris 

Alan  Bjerko 

Dave  Bohyer 
Dick  Bourke 
Bob  Buzzas 
John  Cronholm 

Carol  Daly 

Alan  Davis 

Bruce  Finnie 
Dave  Fuller 
Jeffrey  Kirkland 

Nancy  Leifer 

James  Monger 
Wally  J.  Olson 


Don  Reed 
Frank  Shaw 
Mike  Shields 

Clay  Skurdal 

Frank  Smoyer 

Joan  Toole 

Richard  G.  "Rick"  Tucker 

Bob  Wood 


SECTOR 

Assistant  to  the  Director,  Montana 

Department  of  Commerce 
Bitterroot  Valley  Resource,  Conservation 

and  Development  Council 
Legislative  Researcher 
Western  Analysis,  Inc. 

Research  Assistant,  Department  of  Commerce 
District  Director,  U.S.  Small  Business 

Administration 
President,  Montana  Economic  Development 

Association 
Planner,  Coordinator,  Department  of 

Natural  Resources 
Consultant,  E.C.O.  Northwest  Ltd. 
Consultant,  E.C.O.  Northwest  Ltd. 
Director  of  Governmental  and  Community 

Relations,  Montana  Credit  Union  League 
Bureau  Chief,  Development  Bureau,  Depart- 
ment of  Commerce 
Economic  Consultant,  TAP,  Inc. 
Administrator,  Economic  &  Community 

Development  Division,  Department  of 

Commerce 
Montana  Environmental  Quality  Council 
Northwestern  Bank 
Administrative  Assistant,  Lt.  Governor's 

Office 
Intern,  Department  of  Commerce 
President,  Rainbow  Computer  Systems,  Inc. 
Assistant  to  Representative  Dan  Kemmis 
Chief  Deputy  Securities  Commissioner, 

State  Auditor's  Office 
Staff  Attorney,  Department  of  Commerce 
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MONTANA  SMALL  BUSINESS  COUNCIL 


MEMBER 


SECTOR 


W.  E.  Schreiber,  Chairman 

Gene  Cetrone 

Robert  Chamber! in 

Robert  Davenport 

Thomas  Heisler 

F.  W.  Howell 

Jerald  Hudspeth 

Donald  Johnsrud 

Betty  Kissock 

Thomas  Markle 

James  McDonough 

Joseph  Mihelic 

William  Novak 

Ed  Nurse 

Thomas  Nygard 

John  Patten 

Duane  Reber 

Matthew  Smith 

Yvonne  Snider 

Ray  Thompson 

Clayton  Tonnemaker 

Suzanne  Small  Trusler 

Richard  Webb 


Banking 

Photography 

Hardware/Retail  Sales 

Hardware/Retail  Sales 

Cocktail  Lounge 

Hotel 

Grocer/Dry  Cleaning 

Lumber 

Real  tor 

Retail  Sales 

Oil 

Restaurant/Retail  Sales 

Mobile  Homes 

Engineer 

Gallery 

Fl ight  Service 

Mining 

Agricultural  Products 

Cattle  Rancher 

Electronics  Manufacturing 

Mining 

Construction  Contractor 

Lumber 


MEMBER 


MONTANA  TOURISM  ADVISORY  COUNCIL 
SECTOR 


Buck  Torstenson 
Jim  DeMers 
Terry  Abel  in 
Mary  Sue  Costello 
Jean  Mercer 
Ken  Hickel 
Bill  Barnett 
Tag  Rittel 
Jim  Court 
Ernie  Hartley 
Elmer  Frame 
John  Radenberg 
Carol  Harrison 
Al  Donohue 
George  S.  Nicholas 


Glacier  Country 

Russell  Country 

Yellowstone  Country 

Montana  Snowmobile  Association 

Hotel  Sales  Management  Association 

Montana  Innkeepers  Association 

Northern  Ski  Area  Operator  Association 

Montana  Outfitters  and  Guides  Association 

Custer  Country 

Gold  West  Territory 

Montana  Campground  Association 

Missouri  River  Country 

Montana  Restaurant  Association 

Old  West  Trail  Foundation 

Member  at  Large 
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COMMITTEE  ON  BUSINESS  MANAGEMENT  ASSISTANCE  AND  TRAINING 
MEMBER  SECTOR 

Dr.  Byron  Bennett  Dean,  School  of  Engineering,  Montana  State 

University 
Paul  Blomgren  Dean,  School  of  Business  Administration 

Buck  Boles  President,  Montana  Chamber  of  Commerce 

Richard  Callen  Associate  Professor  of  Business 

Carol  Daly  Montana  Economic  Development  Association 

Janelle  Fallan  Public  Affairs  Manager,  Montana  Chamber  of 

Commerce 
Larry  Gallagher  Economic  Consultant 

David  F.  Gibson  Assistant  Dean,  College  of  Engineering, 

Montana  State  University 
Scott  Holtzman  Consultant,  Western  Analysis 

Maxine  Johnson  Economic  Research,  School  of  Business, 

University  of  Montana 
Dr.  John  Jutila  Vice  President  for  Research,  Montana  State 

Uni versi  ty 
Jim  Kack  Business  School  Council,  Montana  State 

University 
Harvey  Larson  Dean,  School  of  Business,  Montana  State 

Uni versi  ty 
Joseph  Loendorf  Certified  Public  Accountant 

Leroy  Luft  Economic  Consultant,  AMEC,  Inc. 

Gene  Marcille  Director,  Community  Development  Office 

James  Monger  Economic  Consultant,  TAP,  Inc. 

Elwin  Redding  Assistant  District  Director  for  Management 

Assistance  SBA 
Joseph  Shevlin  Certified  Public  Accountant 

Roger  Young  Executive  Director,  Great  Falls  Chamber  of 

Commerce 
Gary  Buchanan  Director,  Department  of  Commerce 

Nancy  Leifer  Bureau  Chief,  Department  of  Commerce 

Dale  Harris  Assistant  to  the  Director,  Department  of 

Commerce 
Clint  Grimes  Economist,  Department  of  Commerce 

Wally  Olson  Division  Administrator,  Department  of 

Commerce 
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TEMPORARY  COMMITTEE  TO  SPONSOR  CREATION 
OF  A  COMMITTEE  ON  SCIENCE  &  TECHNOLOGY 


MEMBER 

John  Orth,  Chairman 
Jeff  Morrison 

Dr.  John  W.  Jutila 

Dr.  Gary  Strobel 

Dennis  Blackketter 

Dr.  Edward  C.  Bingler 

Dr.  Ray  Murray 

Dr.  Fred  Schafizadeh 

Dr.  Arnie  Silverman 

Lee  Walker 
Bruce  Enriis 
Martin  White 
Bob  Ford 


Lloyd  Schmitt 
Verns  Griffiths 

Ken  Byerly 

Ray  Hart 

Rick  Sampson 

Dr.  Bob  McKelvey 

Dr.  Robert  E.  Van  Geuns 

Dr.  Irving  Dayton 

Dale  Harris 

Dick  Solberg 

Mike  Fitzgerald 


SECTOR 

Deputy  Manager,  MERDI 

Chairman,  Board  of  Regents,  Montana 

University  System 
Vice  President  for  Research,  Montana  State 

Uni versi  ty 
Professor,  Department  Plant  Pathology, 

Montana  State  University 
Department  of  Mechanical  Engineering, 

Montana  State  University 
Deputy  Director,  Montana  Bureau  of  Mines 

&  Geology 
Associate  Vice  President  for  Research, 

University  of  Montana 
Director,  Wood  Chemistry  Lab,  Department  of 

Chemistry,  University  of  Montana 
Professor,  Department  of  Geology, 

University  of  Montana 
President,  Northern  Testing  Laboratories 
Meridian  Land  &  Mineral  Company 
President,  Western  Energy  Company 
Manager  of  Administration,  Champion 

Packaging,  Champion  International 

Corporation 
Rancher 
Director  of  Research  &  Development,  Montana 

Tech 
Newspaper  Publisher/Editor,  Lewistown 
President,  Hart-Albin  Company 
Farmer/Rancher 

Math  Department,  University  of  Montana 
Consul tant 

Commissioner,  Higher  Education 
Assistant  to  the  Director,  Department  of 

Commerce 
Associate  Academic  Vice  President,  University 

of  Montana 
Director,  Montana  International  Trade 

Commission 
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600  copies  of  this  public  document  were  published  at  an  esti- 
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